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1. Consolidated Results of the Fiscal Half Year ended at the 30" of September 2006

(From the 1* of April 2006 until the 30" of September 2006)
(1) Business Results

(Figures less than one million JPY are disregarded)

Sales Operating Profit | Ordinary Profit
| Million Yen % Million Yen % ‘Million Yen %
September 2006 2,139 111.3 95 -144 -
September 2005 1,012 43.6 335 l 291 -
March 2006 4,018 161.0 1,186 .- 1,145 -
|
Net Income Net Interim profit per slhare Fully Diluted Net Interim
] ; Income per Share
. Million  Yen % Yen Sen Yen Sen
September 2006 -1,968 - 225 ‘9] . -
Septcmber 2005 305 - 5 72 - -
_ March 2006 571 - 10 | 12 9 86
(Note) :

. 1. Investment Profit or Loess on the Equity Method:

September 2006 / -156 million yen; September 2005 /25 million yen; March 2006 / 3 million yen

. 2, Average of Outstanding Shares:

September 2006 / 75,972,406 shares; September 2005 / 53,408,822 shares; March 2006 / 56,531,858 shares

3. Change of Accounting Method: None

4. Percentages of Sales, Operating Profit, Ordinary Profit and Net Interim Income present the ratio of

. increase/decrease in comparison to the previous fiscal year.

(2) Status of Consolidated Finances

Total Assets Shareholders’™ Equity Ratio OfESC:IU&;rt;holdem‘ Shareholdse;lz‘rf.quity per
] Million Yen Million Yen % Yen Sen
September 2006 13,126 10,524 77.0 131 30
September 2005 12,455 9,780 Y 179 14
March 2006 11,676 10,843 f 92.9 157 61
(Note) .-

Average of Qutstanding Shares at the end of year:

September 2006 / 76,945,289 shares; September 2005 / 54,597,800 shares;
. |

L
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March 2006 / 68,796,113 shares




(3) Status of Consolidated Cash Flow (Figure less than one million JPY are dlsregarded)

Cash. flow fr°m . Caslf flow from Cash ﬂow from Ef]:::.]']ala;ldtscaistl;le

operating activities investing activities ﬁnancmgbactwltles End of the Term
‘ Million Yen Million Yen Million Yen Million Yen
September 2006 -1,771 -1,030 1,932 1,453
September 2005 -1,483 236 | 1,567 717
March 2006 248 2,829 f 4,508 2322

(4) Matters concerning the Scope of Consolidation and the Application of the qullty Method
Consolidated Companies: Five l
Unconsolidated Subsidiary under the Equity Method: None

Affiliate under the Equity Method: Two

Consolidated: (NEW) Two (Excluded) One

i
|
(5 Change: in the Scope of Consolidation and the Application of the Equity Metihod
Equity Method: NEW) None  (Excluded) One [

2. Forecast of the Consolidated Results for the Fiscal year endmg at the 31° of March 2007
(from the 1M of April 2006 until the 31* of March 2007) |

Sales Ordinary Profit | Net Income

Million Yen Million Yen Million Yen

Interim per year 4,020 260 . -1,600

(Referénce) Projected Net Income per Share (per year): 20 JPY 79 Sen

*The above recorded Forecasts of the Consolidated Results are based on the Information possible to obtain at
present; nevertheless it contains some Uncertainties, so that the true Business Results may differ from the ones
recorded above.




1. Statlis of our corporate group

We have developed our motion-picture and record related businesses, mvestrnent businesses, and other
businesses at our company, our consolidated subsidiaries — Omega Project Co., ILtd Saboten Park and Resort Inc.,
Naka-Izu Kougen Kaihatsu Co., Ltd., Basara Pictures Co., Ltd, and Omega Project Co., Ltd. (Korea) (formerly
Omega Plctures Co., Lid.} - and the companies subject to the equity method -M3 Entertainment Corporation, and
Qualltek Electronics Co. Ltd. (Taiwan) — for a total of 8 companies. _

From this fiscal half year report, we have included “Leisure Business” into our business segment. This is due
to the inclusion of Saboten Park and Resort Inc. and Naka-lzu Kougen Kalhatsu Co., Ltd. as our group’s
subsidiaries as of June 30 2006. |

Below is the business content of each segments and position of each companyiwit‘hinour corporate group:
(Entertamment and contents business) !

In motion entertainment and contents business, we produce high quallty entertainment contents at our
subsidiary Omega Project Co., Ltd., interlocking with Basara Pictures Co., Ltd and Omega Project Co., Ltd. in
Korea. ' At the same time, M3 Entertamment Corporation sells these entertamment contents produced. Also, we
have been putting effort into establishing a business foundation in Asia. Specnﬁcally, we co-produced a film with
Taiwan and co-hosted film festivals in China and Japan. We will keep strengthenmg its business foundation in the

Asian territories, and endeavor to develop business in various fields.

(Investment operations)
In the investment business, we have invested in companies such as Qualltek Electronics Co., Ltd., for the

purpose ‘of business cooperation in the Asia based companies.

|

Furthermore, we plan and manage content funds

which enable film financing and production at a comprehensive level, and achieve a total entertainment company
integrating finance and motion pictures.

(Leisure business) |

This business is a new segment added rom this fiscal half year term. We manage and operate theme parks and
leisure sport facilities owned by Saboten Park and Resort Inc. and Naka-Izu Kougen Kaihatsu Co., Ltd. which were
included as our subsidiaries as of June 30 2006, Furthermore, we are planning of collaborating thlS business with
our entertainment and contents business in the concept of “synergy.”

(Others)

We lease the company owned real estates.

The posmon of each company within our corporate group as of the 30™ of September 2006:

Business I
Ared Company Name Position w1thn'1 our Corporate Group | Remarks
: Omega Project Holdings Co., Ltd, Strategic planning and management of the Corporate Group | Qur company
Oriega Project Co., Ltd, Planning and production of film contents in Asia Consolidated
. I . subsidiary
Entertainme ' Consolidated
g B Pi ., Ltd, i i N
nt and asara Pictures Co,, Ltd Production of film contents in Japan subsidiary
‘ -
con.tents Omega Project Co., Ltd. Production of film contents in Korea Conso‘lu'iated
business i _ subsidiary
. Company
M3 Entertainment Corporation Planning and production of film contents within Japan subject to the
- |lequity method
. Omega Project Holdings Co., Ltd. Investment in contents funds and companies. Our company
Investment i o Company
business Qualitek Electronics Co., Ltd. Development, manufactpr: ::}c:cssale of telecommunications subject to the
| equity method
j Omega Project Holdings Co., Ltd. Management and guidance of subsidiaries Our company
. | i
Lelsure Saboten Park and Resort Co., Ltd. Operation of theme parks C:;ll;s;l:;iiated
business i Consolidaal;id
: Nake-Izu Kougen Kaihatsu Co., Ltd. Operation of golf courses and others leisure sport facilities g
I subsidiary
' !
Others  [Omega Project Holdings Co., Ltd. chtlal of real estate. Our company
3




Business structure of the group companies as of 30® of September 2006:

Investment '
business Others
Customers Customers

Formation, Control, and Management of Contents
Funds Contents

]

I
Real Estate and Land Business

|

Omega Project Holdings 'Co.,“ Ltd.
i

’ | |
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2. Management policy I

(1) Concerning our basic management policies

As an entertainment company focusing on creativity and far-sightedness in market our group places music

and motion picture business and investment business as its core business, ‘and actwe]y operates its busmess in
Asia as well as the world.

We strive for a comprehensive, flexible, and effective management company. In the music and motion
plcture busmess, we provide high quality entertainment contents and dehver them through the best channel, and
in investment business, we manage to affiliate with companies that provrde synergy effect with our company in
M&A base investment to expand into our entertainment business. At the same time, from this fiscal half year
term, we have included leisure business into our business segment as we have acquired Saboten Park and
Resort Inc. and Naka-Izu Kougen Kaihatsu Co., Ltd. on June 30 2006, whlrch operates theme parks and leisure
sport facilities, as subsidiaries. Together with our principal business, m_otion picture and record related
business, we strive to produce wide ranged entertainment, '

We are striving to strengthen individual comapanies’ financial standmg and the profitability of our group
enteérprises upon the stability of our financial and operating bases, and aiming to improve our profitability as a
group by reinforcing comprehensive management and administration.

(2) Basic policies related to profit sharetng
The group has been focusing in advancing toward profit returning by i 1mprovmg our financial standmg and
business foundations in order to achieve consistent profits in future penods In order to achieve this, we will
effectively use the internal reserves. Consequently from the above stated reasons, there will be no dividends
paid for the March 2007 interim period.

The company has issued 16,000 shares of stock subscription warrants on board of directors meeting on
March 2 2005, 9,000 shares of stock subscription warrants on board of dtrectors meeting on August 17 2005
according to decisions made at the Extraordinary Shareholders’ Meeting held on February 25 2005, and 19,000
shares of stock subscription warrants on board of directors meeting on September 4 2006 according to
decisions made at the Shareholders’ Meeting held on June 27 2006.

(3) Approaches and policies concerning reductions in investment units
We believe that the liquidity of our shares is at a very high standard but under conditions in which a
fundamental cause of decreases in share values, we feel that serious thought should be given regarding
reductions in investment units in ways that will achieve profits for our shareholders while giving consideration
to market trends. |
Also as of April 1, 2003, one trading unit of shares was changed from 1,000 shares to 100 shares, but we
believe that it holds no influence in the actual liquidity of stocks.

(4) Aims of management index
We intend to increase our value as a corporate group by reinforcing our pursuit of group synergism and
comprehensive administration in our group structure. Moreover, after transitioning to a holding company system,
our medium to long-term administrative aim is to achieve contmuous net proﬁts in cooperation with our current
subsidiaries and companies that we plan to make subsidiaries. |
We are now striving to move back into the black and achieve an early resumption of dividends to our
shareholders. &

&) Medlum to long-term business strategies I
We successfully achieved to strengthen our financial base and to restructure the business foundation. Also,
we transferred to a holdings company, exercising autonomous and agile management in Asia. Also, we have
incorporated two sport leisure business companies, Saboten Park and Resort Inc. and Naka-lzu Kougen
Kaihatsu Co., Ltd., as subsidiaries of the group.
In the ﬁrture we will not only expand our business scales, but we w111 also create a business enterprise
system that can maximize each company’s abilities in Asia under consrstent management.
(6) Issues to be handled |
Our key challenge is to achieve resurgence in allotments to our shareholders by further reinforcing and
stabilizing the Group operations of our holding-company system, and qu'lckly constructing a corporate group
having both the vitality and maneuverability to respoud to sudden changes in the entertainment industry.
Specifically, we recognize the following items as issues to be addressed in the fiscal period ending March
20{)7
|

(i) To carry out group administration as a holding company by increasing the corporate value of our group as




i
whi;le, and to establish an organization structure capable of flexibility and actively respending to change not
only in Japan but in Asian regions.

t:
(iiyTo be aware of the particular risks faced in producing motion pictures and to produce innovative new plans
of motion pictures while thoroughly reducing those risks. In regard to operatmg funds (primarily for motion
picture production), to enable medium to long-term fund management without replying on bank loans with

careful consideration to burden of interest, influences from economic trends, and fluctuation in maturing period.

(iii) In investment business, we must broaden our business base and strengthen our earning power by agilely
acquiring listed companies, companies with asset value, and companies with a high potential for synergy, while
ascertaining changes in the market environment.

Spéciflc items to work toward

(i) \We incorporated a new wholly owned subsidiary, Omega Project Co., Ltd, and transferred our core the
motion picture and record related businesses to this new subsidiary. Also‘ we consider Asia as the prime area
for our business, spreading the business in the area in a proactive manner. We strive to create a flexible business
structure which will respond to trend in the entertainment industry which has a tendency to be affected by rapid
change, while respecting the individuality of our group enterprises and maJT"tagmg the financial structure, as well
as further broadening the operations by carrying out merger and acquisition investments.

(ii) It is our desire to move forward by managing and reducing risks based on a sound understanding of the
special high-risk, high-return nature of the industry, by further remforcmg our financial position, and by
shifting to motion picture production based on a self-funding model such as content funds and new financial
schemes. Our aim is to roll out this scheme to the world with our afﬁlla'ted production companies and listed
companies, and to create an end-to-end business structure integrating everything from financing to advertising
and distribution. '

(m) With the expertise we have accumulated from the previous years in the industry, we have been assessing
the market environment carefully to invest, and have avoided risk by creatmg portfolios. Not only will we
expand the size of our enterprise, but we will work to increase the value of each of our group companies by

entering into new industries that may bring forth synergy to our existing business.

N Basic policies concerning related persons _
We premise the adequacy of all the deals with any related companies, and we will give disclosure at
appropriate timing under appropriate laws. |

(8) Matters related to the parent company etc.
There is nothing relevant to report.

k]

t
(9) Other important matters related to company administration

(i) Important administrative matters

1. At the April 20, 2006 meeting of the board, it was decided to make Korea Tender Inc. a company
subject to the equity method.

2. As of June 30 2006, Saboten Park and Resort Inc. became our 100% subsidiary, and Naka-Izu Kougen
Kaihatsu Co., Ltd. became our sub-sidiary.

3. As of July 24 2006, our headquarters moved to 4-1 Kioi-cho, Chiyoda-ku, Tokyo

4. On July 24, 2006 Korea Tender Inc. decided to allocate new shares to a third party, making the company

, not applicable as our related company.

5. As it has been decided at the Annual Shareholders’ Meeting held on. June 27, 2006, 19,000 stock
subscription rights were issued on September 4, 2006.

6. At the board of directors meeting held on September 22, 2006, 1t was voted to transfer a part of the
shares of Asia Movie Week PTE. LTD., making the company not apphcable as our subsidiary.

Y

(ii) Litigation and related matters

1. On May 23, 2004, Yigrek Co., Ltd.initiated as a plaintiff a demand for payment (demanding a sum of

" 59,000,000 yen) at the Tokyo District Court against our company as defendant related to the transaction
framework of television program broadcasting and this is currently in trial. On September 29 2006, we

— e —




received but disagreed with the verdict of the first hearing, and it is currently appealed to the Tokyo
District Court.

2. On December 25, 2002 in the Tokyo District Court, Nihonbungeisha Co., Ltd. commenced proceedings
in which cur Company was named as defendant claiming comllaerisation for damages related to a
publishing agreement {(Amount claimed approx. 22 million yen). An amicable settlement was reached
on May 17, 2006, and the dispute has been resolved. 1

Our company believes the matters in above (1) have no legitimacy and we are resolved to asserting
this clearly in court.




3. Operation results and financial status

(1) Operating resulis
During this consolidated half year, Japanese economy has continued to expand, and slowly but steadily
consumer spending is increasing. However, concerns still exist in the global environment our company is
structuring its base on, and political tension between Asia and Japan as wFII we inflation of natural resources
such as oil still exist. Under such environment, we will proceed in a positive and sound manner with the
maximum caution.

Our company has been putting much effort into strengthening the financial foundation as well as
reconstructing the business structure. As a result, we were able to improve Iour financial base and we were able
to construct a holdings company. At the same time, as of June 30, 2006, we made Saboten Park and Resort Inc.
and Naka-lzu Kougen Kaihatsu Co., Ltd. our subsidiary. Looking to the future, under the stable financial
foundation of a holdings company, we will strive for a unique entertamment business with the maximum
synergistic effect with the group companies.

(i} Sales -
(Entertainment and contents business) |

In our motion picture and record business, we produce high quality entertainment contents mainly with our
subsidiary Omega Project Co., Ltd. Also, we have been putting effort into establlshmg a business foundation in
Asia. Specifically, we co-produced a film with Taiwan, co-hosted ﬁlm|festwals in China and Japan, and
expanded our group to Korea and Taiwan. Furthermore, from the knowledge and skills we have cultivated
over the years, we will use new financial schemes which will enable ﬁlm financing and production at a
comprehenswe level, and achieve a total entertainment company mtegratmg finance and motion picture,

Regarding this term, earnings from this section resulted from projects sgch as release of a Japan-Taiwan co-
production feature-length film “Tripping,” nationwide screening of “Okami Shojo” which is a co production
with our subsidiary Basara Picture Co., Ltd., DVD sales of contents such las the inner Mongolian film “Tenjo
Sogen” which we have bought, amnibox movie “Movie Box-ing 2”wh1ch‘was screened last year, and Korean
films which our related company M3 Entertainment carries, and from radio ad spots from a radio program
“birth of music” which our submdnary Omega Project Co., Ltd. produces As a result, sales in our motion-
plcture and record operations in this period were 184 mllhon yen (an increase of 165.1% compared to the
previous period).

(Investment operations)
Regarding investment business, we have been investing in listed companies which has good potential of
achieving a synergistic effect with our businesses centered on motion picture and record operations. At the
same time, we have planned and managed content funds collaborating ﬁ]rrfl production and finance, and in the
Japan-Talwan co-production film “Tripping,” we have constructed a new kmd of financial scheme to achieve
maximum synergistic effect with our motion picture and record operatlon business. From now on, we will
continue to invest by assessing changes in the market environment, and avoid risks by constructing portfolios
along with our knowledge we have accumulated.
‘For this term, earning from this section was mainly from the profit on sale of investment securities. Asa
result, sales in our investment operations in this period were 987 million yen {(an increase of 5.3% compared to
the prevmus periad).

(Lelsure business)

Regarding leisure business which was newly added in our business segment from this fiscal half term, we
manage and operate theme parks and leisure sport facilities owned by Saboten Park and Resort Inc. and Naka-
Izu Kougen Kaihatsu Co., Ltd. which were included as our subsidiaries as of June 30 2006. Furthermore, with
our knowledge and experience in motion picture business and mvestment business, we are hoping to achieve
synergistic effect with this new business segment as well. For this term, eamings from this segment mainly
consisted of sales from Saboten Park and Resort Inc. and Naka-Izu Kougen Kaihatsu Co., Ltd. As a result, sales
in our investment operations in this period were 1,125 million yen (no companson avallable with the previous
period). |

(Others) |
In our other businesses, we gained a turnover of 7 million yen (an mcrease of 56.4% compared to the
previous year) in rent income from real estate properties owned by this company

As a result of the above, the performance of our group in this consolidated fiscal half year accounting period
was sales of 2,139 million yen after transfer elimination (an increase of 111.3% compared to the previous




. |

i

period). ‘
|

(ii).Operating expenses \

Operating costs were 442 million yen in our motion picture and record operatmns 759 milliom yen in our
investment operations, 1,180 million yen in our leisure business, and 26 rmlllon yen in our other operations for
a total of 2,234 million yen after transfer elimination, As a result, operatmg loss totaled to 95 million yen (335

million yen in the previous period).

(iii) Non- operatmg revenue and non-operating expenses
As a result of interest received and the like, our non-operating revenue was 138 million yen, and as a result of
investment loss at equity and the like, our non-operating expenses were 187 million yen. As a result, recurrent

losses were 144 million yen (291 m1lhon yen in the previous period).

\
{(iv) Extraordinary gains and extraordinary losses 1

As a result of gain of disposal of stocks of our related companies, our extraordmary gain was 41 million yen.
At the same time, as a result of loss on revaluation of trade mvestments in securities, our extraordinary loss
was 1,872 million yen. After calculations for corporate tax and loss of mmonty shareholders the net loss for this

fiscal half year was 1,968 million yen (305 million yen gain in the prev1ous‘ consolidated fiscal half year).

(2) Financial position j

(i) Status of our assets, liabilities, and net asset

In relation to the status of our assets, liabitities, and net asset at the end of thls consolidated fiscal half year, due
to such increases as investments in securities for operation, our assets increased by 1 billion 449 million yen
compared to the previous consolidated fiscal year to 13 billion 126 million yen. Furthermore, due to the
increase of accounts payable and the like, our liabilities increased by 1 bﬂhon 824 million yen compared to the
previous consolidated fiscal year to 2 billion 602 million yen. Lastly, as a result of equity finance such as
exercise of stock option warrants, our net asset was 10 billion 524 million yen (in the previous year, the asset
was 10 billion 842 million yen). [

(11) Cash flow status ‘

Although the main source of income were incomes from the issuance of shares 1 bllhon 720 million yen, due to
net loss before taxes and other adjustment and expenses on loan, the balan‘ce wof cash equivalents at the end of
this consolidated half year decreased by 868 million yen compared to the previous fiscal year to 1 biltion 453
million yen. ‘

Due to the recording of a net loss before tax and other adjustments and the increase of investments in securities
for! operatmg, the cash flow from operation activities was 1 billion 771 mﬂllon yen (287 million yen gain from
capital usage of the previous consolidated half year).

Due to factors such as expense on loans and such, the cash flow from the investment activities was a capital
usage of 1 billion 30 million yen (in the previous consolidated fiscal half year there was a capital acquisition of
236 million yen). ‘

As a result of factors such as income from issuance of shares, the cash ﬂow from financial activities was a
capital acquisition of 1 billion 932 million yen (364 million yen increase from previous consolidated fiscal half

year). ‘

March 2005 March 2006 ‘ September 2006

Ratio of self-funding 86.9% 92.9% 77.0%;
Ratio of self-funding with market i
value base 93.0% 95.7“% < T746%

No. of years of debt redemption — 0.0 yearsy . —

Interest coverage ratio — 17.}8‘ ' -
(Notes) ' ‘
- Ratio of self-funding (self- fundmg,/total capital)
- Ratio of self-funding with market value base (total market value of shares/total capital)
- No. of years of debt redemption (interest-bearing debts/sales cash flow)
- Interest coverage ratio (sales cash flow/interest payments)

*All calculated using financial figures on consolidated base
*Cash flow uses sales cash flow. Of the liabilities listed on the balance sheet, the interest-bearing debts take as
an object all liabilities as interest-bearing terms to be paid interest.
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(3) Prospect for the next fiscal year ending in March 2007 :
Although the future prospects of economy is expected to be overall positive with support of increasing
individual consumption rate, there is underlying upward trend in interést rate, and it may be said that the
economy still remains under the balance.
Nevertheless, we plan to continue to develop our businesses and its corporate value
.Our prospects for the consolidated performance next year is 4,020 million yen in sales, 260 million yen in

ordmary proﬁt and 1,600 million yen in net loss. ,

4 Rasks in business
(i) Risks regarding motion picture and record related business
A. Regarding meotion picture production

In the movie business which is the core of our company, we have been expandlng our operations in the Asian
Market from the early stages. We have actively expanded our business through maintaining strong ties we have
in Korea and Taiwan, such as hosting the China Japan Film Festival and co-producing a film with Taiwan.
However, when films are made between two or more countries, they may |be affected in some way by political
tension between Japan and other countries. At the same time, there are rlsks of delay in film production due to
natural hazard or unexpected circumstances of the casts in the film; as a result, surpass in production cost may
occur thus causing a loss to the company. .

B. Regardmg the motion picture industry

In the recent years of Japanese film mdustry, Japanese films are actlvatullg However since many of the films
that are produced today are produced by major film production companies and TV stations, independent film
producnon companies and distribution companies are being taken over by major compames We will be
progressing our film production with careful consideration to above stated matter, yet, in the event that the
enterpnses we deal with are adversely affected by rapid changes in this envu‘onment or in the even that our
company’s response to rapid changes in the environment is msufﬁ(nent there is a possibility that the
performance of our company will be affected.

C. Regardmg film financing

In motion picture production, capital is fixed during a medium to ]ong-term perlod 50 our company has
shlﬁed to motion picture production based on a self-funding model such ‘as the using of contents funds. Film
productlon may be a high risk involving business; however, we believe that low risk film production is possible
thrOugh the effective utilization of content funds and new financial schemes. However, in case establishment of
content funds or financial schernes delays, financing of the project will ‘be affected, and depending on such
factors as the results at the box office and the sales of usage rights, there are, risks that the capital invested will
not be able-to be recovered or that recovery will be delayed. However, in case establishment of content funds or
financial schemes delays, financing of the project will be affected, and dependmg on such factors as the results at
the box office and the sales of usage rights, there are risks that the ca]l)ltal invested will not be able to be
recovered or that recovery will be delayed.

D. Regardmg intellectual property rights
The contents we handle in our monon-plctu.re and record related busmesses includes a broad range of
mtellectual property rights such as portrait rights of performers and trademark rights of original authors,
scriptwriters, translators, directors, photographers, songwriters, and compo'sers In our contracts, we strive so as
to not lose rights or profits related to any of these intellectual property nghts Furthermore, we are resolved to
mamtammg the care and attention required with regard to intellectual propelrty rights. However, the contents that
our .company produces are produced using an intertwined combination of a range of intellectual property rights
related to music, motion pictures, and ongmal works. Although we glve attention to restoring intellectual
property rights contained in our contents, there is the possibility that a third, party infringes on our intellectual
property rights unintentionally as well as the possibility that we inadvertently infringe on the rights of a third
party. In such cases, due to such factors as claims for damages, delays in release or delays in sales, there is a

poss:bnllty that the performance as a company will be affected.

(ii) Rxsks regardmg investment business ‘

‘Concurrent with our motion picture and record operations, we work in investment operations such as
estabhshmg content funds and investing in listed companies and facﬂltles that has synergy effect to the
company -and M&A., Film productlon requires a lot of time, and productlon can be delayed by external and
internal causes, causing a surplus in production cost affecting the performance of our company. Furthermore,
we believe that by establishment content funds, facilitate effective use of funds, and by investing not only in
eontents and intellectual property, but investing also in content-related industries such as video distributor and

t
H
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movie theaters, we can build our portfolio and advance the securing of outlets for our contents. However, it is
necessary that we accumulate know-how in the affiliate companies and the market environment. If these are not
achieved sufficiently as we planned, there is a possibility that the perforrnance of our company will be affected.

(iii) Risks regarding leisure business
‘We manage and operate theme parks and leisure sport facilities owned!by Saboten Park and Resort Inc. and
Naka-Izu Kougen Kaihatsu Co., Ltd. which were included as our subsidiaries as of June 30 2006. We take all
p0551ble measures to ensure safety, but in case of any unexpected accndénts they may cause influence to our
busmess results.

(1v) Regarding subsidiaries and related companies

Our company is operating its business under five consolidated sub51d1ar1es and two companies subject to the
equity method. Under the structure of our company bemg a holdings company in ¢close link with affiliating
companies and subsidiaries, in case these companies’ profit continues to lag, there is a possibility that the
performance of our company will be affected.
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(1) Consolidated Fiscal Half Year Balance Sheet

4, Consolidated Fiscal Half Year Financial Statement i

: Previous consolidated fiscal half year | Current consolidated fiscal half year | - Previous consolidated fiscal year
! (30 September 2005) (30 September 2006) (31 March 2006)
. Divisi Note Amount Ratio Amount ’ Ratio Amount Ratio
tision %% (Thousands of JPY) (%) (Thousands of JPY) (%) (Thousands of JPY) (%)
(Assets)
1. Available assets
1. Cash on hand and in banks 717,955 1,453,70? - 2,322,578
2. Accounts receivable trade 109,311 10,49|9 253,516
3, Securities held in trade - 636,841 _
BICC.OLmt ) :
4. Business investment 3 9,239,970 3,211,904 3,535,150
account secunty !
5. Inventories 41,928 442,788 11,786
! I
6. Advance payments 571,557 843,678 1,160,908
: {
7. Short term loans 320,184 3,478,855 2,431,502
receivable ]
1
8. Accounts due 162,197 310215 929,119
9. Other 127,747 320,514 144,908
: |
Allowance for doubtfull .35,489 -125976 125970
accounts i
Total current assets 11,255364| 904 10,643,03b 811 10,663,501| 913
11. Fixed assets
1. Tangible fixed assets .
(1) Buildings and
copstrtions 3,130 494,128 2,826
(2) Course eccounts - 359,972 -
(3) Land — 629,818 —
{4) Other 791 3921 0.0 96935 1,580,855 12.0 3,993 6820 0.1
2. lntanéib]c fixed assets
(1) Consolidation account _
adjustment 126,370 111,573
{2) Goodwill - 147,187 —
(3) Cther 103,653 230,023 1.8 3,534 150,722] 1.2 2,248 113,821 1.0
3. Investments and other
assets
(1) Investment securities 677,279 211,641 720,949
(2)_Long term loans 621,444 406,967 193,030
receivable
(3) Long term operation
rece vable 347,059 133,059 133,059
(4) Other 150,679 306,839 151,761
Allowance for doubtful 830752]  965709| 78|  -306706| 751801 57|  -306.434|  8o2366| 76
accounts i g
Tota! fixed assets - 1,199,655| 9.6 2,483,37:8 189 1,013,008 8.7
Total assets 12,455,019 100.0 13,126,40:8 100.0 11,676,509| 100.0
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|

Previous consolidated fiscal half year | Current consclidated ﬁscfa] hatfyear | Previous consolidated fiscal year
{30 September 2005) (30 September 2?06) (31 March 2006)
 Division Notes Amount Ratio Amount i Ratio Amount Ratio
: {Thousands of JPY) (%) (Thousands of JFY) , (%) (Thousands of JPY) (%)
(Liabilities)
1. Circulating liabilities | ’
1. Accounts payable trade 123,778 142,326 78,190
2, Short term borrowings 402,000 I36,?60 _
3, Current ponioq of long 6.672 3’3*20 6,656
term debts i
i
4. Accounts payable — 1,347,486 258433
’ |
5. Accrued taxes on income 11,123 25,?77 21,864
6. Deferred 1ax liability 1,854,304 l — 155,933
7. :'le.senfe funds for losses in 22,800 © 30,000 22,800
itigation
8. Other 133,132 217,991 198,327
Totaj current liabilities 2,553,810 20.5 1,903,:563 14.5 742,205 6.3
IL. Fixed liabilites
1. Long- term loans
repayable 3,320 248618 —
2. Estimated retirement
allowance 6,568 29,l‘a‘48 9,856
3. Director’s retirement )
al]owance 19,910 24,240 21,860
4, Deferred tax liability 54,810 - 699
5. Oﬂ'tqr 7 11,284 396,:144 3,396
Total fixed liabilities 95,893 0.8 698750 53 35,822 03
Tﬂté.] liahilities 2,649,703 213 2,602:313 19.8 778,028 6.6
Shareholders’ Equity)
Miner Shareholders
Equity 24,930 0.2 — — 55,266 05
{Shareholders Equity) i
I. Capital stock : 1,694,586 13.6 - — 3,371,405 289
I1. Additional paid-in capital 5,030,185 404| | - _ 6,695,409 573
IT1. Retained eamings 304,725 25 _ - 571,146 49
1V, Unrealized revaluation
loss on other investment 2,782,737 223 -t - 228,412 20
securities
V. Account for adjustment on
exchange conversion 4,557 00 — — 13,247 0.1
V1. Treasury stock -36,405 03 - — -36,405 03
Total sharcholders' Equity] 9,780,386 785 | — — 10,843215] 929
Total liabilities and ;
shareholders® Equity 12,455,019 100.0 J - —_ 11,676,509 100.0
|
!




!
Current consolidated fiscal half year

Previous consolidated fiscal half year Previous consolidated fiscal year
(30 September 2005} (30 September 20(‘16) {31 March 2006)
i D'v's'oﬁ : Not Amount Ratio Amount | | Ratio Amount Ratio
6 LIVIST OI%8)  (Thousands of JPY) (%) (Thousands of JPY) || (%) {Thousands of JPY) (%)
(Net Assets)
I. Shareholders® Equity
1. Capital stock - — 4,239 467 323 — —_
2, Additional paid-in capital - - 7,556,656 , 576 - —
3. Retained eamings -t - -1.392,086| 106 - =
4. Treasury stock N - 36403 . 03 - -
. iy
Total shareholders’ Equity — - 10,367,630 790 — -
11, Variance of Estimate |
1. Unréalized revaluation i
loss on other investment - - -277,347 -2.1 - —
securities |
2. Account for adjustment on .
exchange conversion - - 12336 0.1 - -
Total Variance of Estimata R 2643%0| 20 - -
' [I1. Share options — — 42,5":'0 03 - -
IV. Minor Shareholders Equity] S 38284| 29 - -
Tot:lii net assets - — 10,524,0?4 802 — —
Total ligbilities and net Nl
assets - — 13,126,408 " 1000 - -
‘ |




(2) Consolidated Fiscal Half Year Statement of Income and Loss

¥

Last consolidated fiscal half year

(From April 1, 2005
To September 30, 2005)

I
Current consolidated fiscal half year

(From April 1, 2006

To Septamber 30, 2(:)06)

Last conselidated fiscal year
(From April 1, 2005
To March 31, 2006)

Division

Notes

Amount
(Thousands of JPY)

Ratio
(%)

Amount
{Thousands of JPY) |

Ratio
(%)

Amount

Ratio

(Thousands of JPY) (%)

V1. Extraordinary income

I Sales

I1. Sales costs

Gross profit (loss) on

. sales
111, Trading costs and general
administrative expenses

0per@ng income (loss)
TV. Non-Operating Income

1. Interest incomne

2. Equity method investment

3, Excha';nge gain‘and los3

4 Other'j
1

V, Non-Operating Expenses

1. Intereis't expense

. New stock issuance
expenss amortization

. Stock delivery fee

(V]

£ W

. Loss on insurance
surrender

. Equity method investment
loss |

[

6, Other,

ih

Ordmary Profit (Loss)

I.. Profit on sales of
investment securities

2. Gain on sales of affiliate’s
securities

3. Reversal of bad debt
reserve :

. Proﬁt{on debt forgivenes:
. Revers;al of reserve funds

for losses in litigation
6. Profit from dividend
exclusion

.
w

(x]

7. Other

*1

1,012,494
166,745

645,749

310,362

335,386

18,459

25,196

3,204 46,860

5,503

28,142

57,552

7 91,206

291,041

216
35,651
21,846
37,200
14,345

— 108,300

100.0

362
638
30.7
331

4.6

9.0
287

10.8

2,139,208

!
1,204,518/ .

934,689

\
1,029,72‘2

-95,032

81,632

24,849
31,733

570

5,466

156,298

25,418 187,753

138215

-144,571

4,463

33,117

4,385

41,966

100.0
56.3
437
48.1
4.4

64

88

6.8

20

4018966

74,639
3,134

13,647 91,421

16,055

37,507

57,552

20,613 132,129

138,468

469,528
25,347

51,545 684,850

100.0

1,833,586 45.6

2,185,380 544
998,842 249

1,186,538 2935

23

33

1,145,829 285
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Last consolidated fiscal half year

{From April 1, 2005
To September 30, 2005)

Current consolidated fiscal half year

(From April 1, 2006

To Septemnber 30, 2006)
| N

Last consolidated fiscal year

(From the April 1, 2005
To March 31, 2006}

VL. Extr{urdina.ry losses

1. Loss on retirement of
fixed assets
2. Loss from valuation of
marketable securities for
business investment
3. Loss on sales of affiliate’s
securities
4. Loss on sales of
investment securities
. Valuation loss on
investment securities
Loss from transfer of
receivables
. Litigation reserve amount
carried forward

8, Other

Net profit prior to
adjustment for taxes or
income before income
taxes and minerity
interests
Corporation, resident
and business taxes
Minority interest in
conl subsidiaries, profit
(toss)

Net profit or loss

o W

~1

*2

154

44,200
58,513

11,435 114,303

286,037

605 605

20,144

305,576

1.3

282

00

20

30.2

1,860,840

-
|

7,200 {

4312| 1872358

8§15

154

700,000

8,863

58,513
509,013

17073 1293617

i
-1 ,974,96|3

14,777 14,777

21,]1|6

|
-1 ,968,6%4

1

923

0.7

537,102

1,650 1,650

36,546

571,997

322

133

0.0

0.9

14.2

-
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(3) Consolidated Fiscal Half Year Surplus Statement

Last consolidated fiscal half year

(From April 1, 2005
To September 30, 2005)

Last conselidated fiscal year

(From Apnl 1, 2005
To March 31, 2006)

Division

Notes

Amount
(Thousands of JPY)

Amount
(Thousands of JFY)

(Capital surplus)

1. Capital surplus at the beginning of the
term '

1. Decrease of the capital surplus

Issuance of new shares due to the
exercise of share options

111, Increase of the capital surplus

Amourt from disposition of legal
capital surplus

[V. Capital surplus at the end of the 1erm

(Eamed surplus)

I. Eamed surplus at the beginning of the
term :
IL. Increase of the eamed surplus

1. Net Ic;ss

2. Disposition of legal capital surplus dug
to deficit supply

I1I. Earnéd surplus at the end of the term

694,586

721,433

5,052,033

694,586

721,433

2,359,809

721,433

5,057,033

2,359,809

721,433

5,030,185

305,576

721,433

-722,284

1,027,010

6,695,409

571,997

721,433

-722,284

1,293,431

304,725

571,146
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(4) Consolidated Fiscal Half Year Statement of Capital Stock Variation

! Current fiscal half year (From April 1, 2006 to September 30, 2006) ‘

Shareholders’ quuity

. Additional paid-in . L : Total shareholders’
: ' Capital stock capital Retained eamings Treasury stock Equity
Balance as of March 31, 2006 !
(Thousaid Yen) 3,371,405 6,695,409 571,1\46 -36,405 10,601,555
Variation during this fiscal half year I
lssua.n(:;e of new share 868,062 861,246 !-—- — 1,725,308
g i
Net Incomne — — -1 ,968,(?24 —_ -1,968,624
Increase in surplus due to elimination i
from consolidated company - — 3391 - 3391
Variation during this fiscal half year |
other than shareholders’ equity — — |- — —_
(Net Value)
Total variation during this fiscal half |
Year 868,062 861,246 -1,963,233 - -233,924
(Thousand Yen) !
Balance as of September 30, 2006 Lo 1
(Thousand Yen) 4,239,467 7,556,656 1,392,086 -36,405 10,367,630
| i
Variance of Estimate 1|
! Unrealized f Minor
! Account for h Ot hol -
reva;;a;:g:rloss adjustment on | Total Variance of Share options Shﬂé:u?ts ers | Total net asse
itrvestment exchan_ge Estimate '
secarities conversion
Balance as of March 31, 2006 ‘
(Thousand Yen) 228,412 13,247 241,659 13,530 55,266 10,912,011
Variation'during this fiscal half year i
] 1
Issuance of new share — — —_ ] —_ — 1,729,308
Net Income — — - ) — — -1,968,624
Increase in surplus due to elimination _ _ _ | - — 5391
from conselidated company "
Van'atiqn during this fiscal haif year
other than shareholders’ equity -505,759 -290 -506,050 25,040 323,018 -153,992
(Net Value) .
Total variation during this fiscal half
Year -505,759 =290 -506,050 29,040 323,018 -387.916
(Thousan_d Yen) :
Balance as of September 30, 2006 277,347 12,856 264,390 42,570 178,284 10,524,094
(Thousand Yen)
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' (5) Consolidated Fiscal Half Year Cash Flow Statement

|
I
!
|

Last fiscal half year Current fiscal half year Last consolidated fiscal year
(From April 1, 2005 (From Aplri] 1, 2006 (from April 1, 2005
¢ To September 30, 2005) To Septemb|cr 30, 2006) To March 31, 2006)
—
. Amount Amount Amount
fDmsmn Notes (Thousands of JPY) (Thousands of JPY) (Thousands of JPY)
1. Cash flow from operating activities
lnf:om_g or loss before income tazes and 286,037 -1,.974.963 537,102
minority interests
Allowance for depreciation 16,803 31,800 20,427
Amortization of conselidation adjusting 120 _ 2,965
accounts 1
Amount written off from goodwill - ; 5164 -
Equity; method investment loss (gain) -25,196 ! 156,298 23,134
Increase of vested benefit oligations 969 | 2,745 4,266
Increase of accrued severance indemnities 292 “ 2,380 2,242
Increase in allowance for doubtful accounts -35,691 | . 200 -469,528
Increase of accrued bonuses 1,993 J — -
Increase of litigation reserve -37,200 I 1,200 -37,200
Stock compensation expense — 32,490 —
Interest income -18,459 ’ -83,330 -74,639
Interest expense 5,503 % 570 16,055
Profit on debt forgiveness - | - -25,347
Gain on sales of affiliates’ securities =216 ‘ -33,117 —_
Los§ on sales of investment securities 44200 4,463 129,605
(Gain); l
Valuation loss on investment securities 58,513 | — 58,513
Amoni?ation of deferred charges 27,7192 ! 5,466 37,557
Loss from transfer of receivables - - 509,013
Loss on retirement of fixed assets 154 5 154
Decrcm'.e of notes and accounts receivable 1,000,973 54,850 863,622
Decrease of inventories {Gain) -362 412,811 29,779
Increase if securities held in trade account - 636,841 -
Equity s';ccuritics for sales -3,461,795 -311,559 -1,730,901
Increase (decrease) in notes and accounts 22,851 14,455 27431
payable trade
Decrease (increase) of advance payments 384,791 317,981 -201,862
Decrease {increase) of other current assets 121,803 550,465 78,867
l1:;1;2rea.<s‘e (decrease) of accrued consumption 37,559 3131 31,430
Increase (decrease) of other current )
liabilitiesDecrease of other current -32,436 450,450 556,825
liabilities
Decrease of long term trade credits 100,000 —_ 147,758
Decrea§e (increase) of other fixed assets 13,656 -47.288 12,381
Decrease (increase) of other fixed liabilities 2,258 54,700 -10,146
Other - -2 -982
. Subtotal -1,489,599 | -1,814,021 198,225
Interest and dividends received 12,552 44686 66,655
Interest paid -4,356 -570 -13,973
5
Income tax paid -2,099 -1,544 -1,941
Cash flow from operating activities -1,483,542 -1,771,449 248,966
-
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Last fiscal half year Current ﬁsr%a] half year Last consolidated fiscal year
(From April 1, 2005 {From Ap[il 1, 2006 (From April 1, 2005
To September 30, 2005) To September 30, 2006) To March 31, 2006)
Division Notes Amount Amount Amount
' (Thousands of JPY) {Thousands of JPY) (Thousands of JPY)
IL Cash flow from investing activities
Expenditures for purchases of investment 83203 . 120,683
securities . ’ '
Income from sales of shares from
subsidiaries 200,914 47,700 482,764
Net profit (expenditure) from sales of 224360 105.955 233122
investment securitics > s .
Expenditure for the acquisition of shares of 4748 24 887 67.851
subsidiaries > > ’
Income from sales of investment securities — — -260,790
Expenditure for ecquisition of tangible _ ‘
fixed assets -102,231 -3,429
Income from sales of intangible fixed _ _ 98,673
assets ; ’
Expenditures from loans -1,162,957 -3,603,509 -8,019,964
Income from the withdrawal of loans 1,501,441 2,496,526 5,149,134
Cash flow from investing activities 236,583 -1,030,670 -2,829,565
|
IH. Cash flow from financing activities
Net increase in short term boowings (net 402,000 2416 _
decrease). ' 4
Income from long term borrowings — 223,194 —
Expemiitures for the repayment of long
term borrowings -5,576 -13,344 8,912
Incom_e: from share issuance 1,200,850 1,720,392 4,546,657
Expenditure for the acquisition of treasury 29519 _ 29519
stock ¢ ’ '
Cash flow from financing activities 1,567,754 1,932,658 4,508,225
IV. Translation difference of cash and cash '
equivalents . 5,151 591 2,943
V. Decrease in cash and cash equivalents 325946 -868,869 1,930,569
VI. Cash and cash equivalents at the
beginning of the term 392,008 2,322,578 392,008
VII. Cash and cash equivalents at theend of |
the term 1 717,955 1,453,70? 2,322,578
{
1
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Basics concerning the preparation method of the consolidated fiscal ha?f year financial statement

Current fiscal half year

Last fiscal half year ( Last consolidated fiscal year
Item (From April 1, 2005 (From April 1, 2006 (From April 1, 2005
To September 30, 2005) To September 30, 2006) To March 31, 2006)
1. Scope of consolidation | (1) Consolidated subsidiaries: | (1) Consolidated subsidjaries: | (1) Consolidated subsidiaries:
- Three Five Four
(Two Internal) (Four Internal) (Two Internal)
(One Abroad) (One Abroad) {Two Abroad)

Main consolidated companies:
(Internal)
Basara Pictures Co., Ltd.
Omega Project Co., Ltd.

(Abroad)

Omega Pictures Co., Ltd.
{Korea)

Status Changed:
(New) Increase by acquisition of]
shares: One

Omega Project Co., Ltd.

(Exclusion) Decrease by selling
of shares: One
O&Z Project Co,, Ltd.
(2) Non-Consolidated
subsidiaries: None

Main consolidated companies:

(Internat)

Basara Pictures Co., thd.

Omega Project Co., Ltd.”

Saboten Park and Resort.

Co., Ltd.

Naka-lzu Kougen Kaihatsu

Co., Ltd.
{Abroad)

Omega Project Co., Ltd. -

(Korea)

Status Changed:

(New) Increase by additional

acquisition of shares: Two -
Saboten Park and Res:ort'
Co., Ltd. (Transfer from
equity method affiliate)
Naka-Izu Kougen Kaihatsu
Co., Ltd.

(Exclusion) Decrease by selling

of shares: One
Asia Movie Week Ptd. Lid.

(2) Non-Consolidated
subsidiaries: None

Main consolidated companies:
(Internal)
Basara Pictures Co., Ltd.
Omega Project Co., Ltd.

{Abroad)

Omega Project Co., Ltd.
(Korea)

(Fermer Omega Pictures
Co.}

Asia Movie Week Ptd. Ltd.
(Singapore)

Status Changed:
{New) Increase by acquisition of]
shares: Two

Omega Project Co., Ltd. -
Asia Movie Week Ptd. Ltd.

{Exclusion) Decrease by
selling of shares: One

O&Z Project Co., Ltd.
(2) Non-Consolidated
subsidiaries: None

2. Equity = method
applicable items

(1) Affiliate under the Equity
Method: One
Saboten Park and Resort
Co., Ltd.

Status Changed:
None

(2) Non-consolidated
subsidiary or affiliated
companies to which the equity

(1) Affiliate under the Equity
Method: Two
M3 Entertainment
Corporation
Qualitek Electronics Co.,
Etd.

Status Changed:

(Exclusion) Transfer to
consolidated subsidiary due to
additional purchase of shares:
One

(2) Non-consolidated
subsidiary or affiliated
companies to which the equity

method is not applied: None

method is not applied: None

(1) Affiliate under the Equity
Method: Three

Saboten Park and Resort
Co., Ltd.
M3 Entertainment
Corporation
Qualitek Electronics Co.,
Ltd.

Status Changed:

(New) Increase by acquisition ofj
shares: Two

{2) Non-consolidated
subsidiary or affiliated
companies to which the equity

method is not applied: None




'

Item

Last fiscal half year
{(From April 1, 2005

Current fiscal half ycar
{From April 1, 2006
To September 30, 2006)

Last consolidated fiscal year
{from April 1, 2005
To March 31, 2006)

To September 30, 2005)

Of our affiliate companies
subject to the equity method
the first-half .
settlement date for Qualltek

Electronics Co. Ltd. is June

30. As the consolidated first-

half accounts settlement date

is within three mont.hs:of ‘the

date that this company's
accounts were settled, theése
consolidated accounts have

been prepared based (:)n the
financial statements lssued by
the company at the fiscal half

year.

accounts ‘

Of our companies subject to
the equity method, the
accounts settlement date for
Qualitek Electronics Co. Ltd.
is December 31. As the
consolidated accounts
settlement date is within three
months of the date that this
company's accounts were
settled, these consolidated
accounts have been prepared
based on the financial
statements issued by the
company at the conclusion of
its fiscal year. Additionally,
although  the  accounts
settiement date of M3
Entertainment Corporation is
September 30, it made a
provisional settlement of
accounts in end-March, and
we have used this in the
financial  statements  in
question.

3. Ac:_:;countiné Year of
Consolidated
Subsidiaries

Among our consolidated
subsidiaries, the day of half
year settlement of Omega
Pictures Co., Ltd.(Korea) is
June 30, and since the
difference from the
consolidated day of
settlement is within three
months, consolidation is
carried out with the financial
statements pertaining to the
operating half year of this
consolidated subsidiary as the
base. However, in regard to
important transactions that
occur between three months
of settlement, necessary
adjustments are to be carried
out in consolidation.

Among our consohdated
subsidiaries, the day of half
year settlement of Omega \
Project Co., Ltd. (Korea) is
June 30, and since the 1
difference from the
consolidated day of
settlement is within three -
months, consolidation is
carried out with the ﬁm:mcial
statements pertaining to the
operating half year of tl'us '
consolidated subs:dlary‘ as the
base. However, in regard to
important transactions that
occur between three months
of settlement, necessar)‘f
adjustments are to be carried
out in consolidation. ‘

Additionally, although the
accounts settlement date of
Naka-[zu Kougen Kalhatsu
Co., Ltd. is June 30, it lpade: a
provxslonal settlement of
accounts in end- September
and we have used this in t.he
financial statements in
question.

Of our consolidated
subsidiaries, the accounts
settlement date for Omega
Project Co., Ltd. (Korea)
(formerly Omega Pictures
Co., Ltd.) is December 31. As
the consolidated accounts
settlement date is within three
months of the date that this
subsidiary’s accounts were
settled, these consolidated
accounts have been prepared
based on the financial
statements issued by the
subsidiary at the conclusion
of its fiscal year. However, in
regard to important
transactions  that  occur
between these days of
settlement, necessary

| adjustments are to be carried
| out in consolidation.




Item

Last fiscal half year
(From Apri! 1, 2005
To September 30, 2005)

Current fiscal half year
(From April 1, 2006
To September 30, 2006)

Last consolidated fiscal year
(from April 1, 2005
To March 31, 2006)

4. Accounting Principles

{1} Evaluation standards
and evaluation methods
for important assets

(i) Securities

Other stocks and bonds
Securities available for
sale with fair value:

Fair value based on the

market price at the
closing date of the fiscal
half  year. (Both

unrealized gains and
losses are included as a

component of
shareholders’  equity;
cost is mainly

determined using the
moving average cost)

Securities with no market

price:

Moving average

method.
(i) Derivatives

Market value method
(iii) Inventories
For goods-in-process and
film distribution rights etc.

For goods, products, raw
materials and supplies, the
moving average method is
applied.

However, in regard to film
distribution rights amortized
using a serial method within
12 repayment months from
point in time when provided
for business.

(i) Securities |

Sale purpose securities
Market value method
(Cost of products sold are
calculated according to
moving-average method)
Other stocks and bonds
Securities available for
sale with fair value:

same as last year,

... . I
Securities with no market
price:

same as last year,
(i) Derivatives

same as last year
(iii) Inventories
For goods-in-process and
film distribution rights 'etc,

For goods, products, raw
materials and suppliés, the
moving average method is
applied.

However, in regard to
film  distribution |rights
amortized using a | serial
method within 12 repayment
menths from point in time
when provided for business.

Furthermore, TV
broadcasting  rights| are
written off using | equal
installment method

according to the term of each

right.

(i) Securities

Other stocks and bonds
Securities available for
sale with fair value:
Fair value based on the
market price at the
closing date of the fiscal
year. (Both unrealized
gains and losses are

included as a
component of
shareholders’  equity;
cost is mainly
determined using the
moving average cost)

Securities with no market
price:

same as last year
(ii) Derivatives
same as last year
(iii) Inventories
Goods in process and image
distribution rights

Cost accounting method
based on individual method

However, in regard to film
distribution rights amortized
using a serial method within
12 repayment meonths from
point in time when provided
for business.
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Item

Last fiscal half year
(From April 1, 2005
To September 30, 2005)

Current fiscal half year
(From April 1, 2006
To September 30, 2006)

Last consolidated fiscal year
(from April 1, 2005
To March 31, 2006)

(2) Method for
depreciating
important
depreciable assets

(i) Tangible fixed assets: age-
life method

The main periods of useful
life are shown below/

Facilities  pertaining  to
Buildings: 8 to 15 years

- Machinery and equipment: 2

to 20 years

(i) Intangible fixed assets:
Straight-line method

. In regard to the software that

our company uses, a straight-
line method is used on the
usable period in the company
(3 to 5 years)

(i) Tangible fixed assets: age-
life method

The main periods of useful
life are shown below. At the
same time, straight- 1me|
method is used for a part of
the subsidiaries.

Buildings: 7 to 50 years,
Facilities pertaining|  to
buildings: 3 to 18 years
Building structures: 2 to 50
years

Machines: 2 to 8 years
Automotive equipment: 2 to
6 vears

Machinery and equ:pment 2
to 20 vears ‘
Boats and ships: 5 years

(i) Intangible fixed assets:
Straight-line method

same as last year

(iii) Long-term  advance
charges

Straight-line method

(i) Tangible fixed assets: age-
life method

The main periods of useful
life are shown below.

Facilities  pertaining to
buildings: 8 to 15 years
Machinery and equipment: 2
to 20 years

(ii) Intangible fixed assets:

Straight-line method

same as last year




ftem

Last fiscal half year
(From April 1, 2005
To September 30, 2005)

Current fiscal half year
(From April 1, 2006 .
To September 30, 20{)6)

Last consolidated fiscal year
(from April 1, 2005
To March 31, 2006)

(3) Standard for
. calculating
-foreign currency

assets and
liabilities to
Japanese
currency

{4) Standards for
reckoning
. important reserve
* funds

Foreign currency assets
and liabilities are mainly set
as ven equivalents according
to the exchange rate on the
half-year consolidated day of
settlement.

(i) Allowance for doubtful
accounts

In order to reserve for loss
incurred due to credit loss the
allowance  for  doubtful
accounts is provided at the
estimated amount calculated
on the past experience, as
well as the estimated specific
amount for uncollectible of
doubtful accounts,

(ii} Reserve funds for
retirement benefits

For the payment of
retirement and severance
benefits to  employees,

accrued pension costs are
reserved at  the amount
incurred in the current period
based on the projected benefit
obligation and the fair value
plan assets as of the current

period end.
(iii) Reserve funds for
retirement benefits for
directors

crued severance

indemnities are reserved for
the payment of retirement
and scverance benefits to
directors. The reserve for
the future payments is fully
provided based on the
internal rule for directors’
severance indemnities.

{(iv) Reserve funds for losses
in litigation

To prepare for the reserve
for loss from litigation the

| expected loss is added up.

Debts and credits in
foreign currency is convertcd
to yen currency at the closest
exchange rate from the fiscal
half year accounting da;e and
the difference is handled as
gain and loss. Also, the assets
and liabilities of subsuilanes
abroad is converted to yen
currency at the closest
exchange rate from the fiscal
half year accountmg da@e, and
the difference is 1ncluded in
the amortization of currency
exchange and minority eqmty
in the net asset section.

(i) Allowance for doubtful
accounts

same as last year

|
|
|
_r
|

(i) Reserve
retirement benefits
For the payment of
retirement  to cmployccs,
accrued pension costs are
reserved at the amount
incurred in the current peqod
based on the projected benefit
obligation and the fair|value
plan assets as of the current
period end.

funds lfor

t

(iii) Reserve funds for
retirement  benefits for
directors

same as last year

(iv) Reserve funds for
losses in litigation

same as last year

Foreign currency assets
and liabilities are mainly set
as yen equivalents according
to the exchange rate on the
consolidated day of
settlement.

(i) Allowance for doubtful
accounts

same as last year

(ii) Reserve funds for
retirement benefits

Fer the payment of
retirement and  severance
benefits to  employees,

accrued pension costs are
reserved at the amount
incurred in the current period
based on the projected benefit
obligation and the fair value
of plan assets as of the
current period end.
(iii) Reserve funds for
retirement  benefits  for
directors

In order to provide for
future allowances of
retirement  benefits  for
directors, to be reckoned as a
necessary period-end
provision based on internal
standards.

(iv) Reserve funds for
losses in litigation

same as last year




Last fiscal half year Current fiscal half yejar Last consolidated fiscal year

Item {From April 1, 2005 (From April 1, 2006 (from April 1, 2005

To September 30, 2005) To September 30, 2006) To March 31, 2006)
(5} Siandards for | In the gross sales of the In the event of the sale of

reckoning investments in securities for | marketable securities| for same as last year

-earnings and | investment for operation, the | business investment in the
expenses dividends received and | form of unlisted shares, the
+ receipt interest are | amount of sales of
appropriated in the | marketable securities| for

investments in securities, sale
securities book value,
commissions paid and paper
loss etc are appropriated in
the same cost of goods sold.

business investment is the
sum of sales of marketable
securities for  business
investment that havci been
purchased for the purpose of
investment growth, ahd is
determined by dividends and
interest received. The sale
price of marketable sechritips
for business investmént,‘ is
determined by the sechrities
book value, fees paid and
valuation loss.

In the event of the sale of
marketable sccuriticsi‘ for
business investment in the
form of listed shareé, the
profit from management of

marketable sccuritics: for
business  investment is
determined by the net|profit

or loss on the sale.

(6) Processing methods
‘.\for important
"lease transactions

- the

Financial lease transactions
other than in cases in which
the ownership of the leased
property is transferred to the
lessee are accounted using
accounting  method
applicable to ordinary lease
transactions.

same as last year

same as last year

(7) jmportant hedge
_accounting
" method

" (i) Important

method for
financial hedge accounting

The gain or loss or
unrealized gain or loss based
on the market value when
hedged is accounted for as
assets or liabilities by the
deferred accounting method
until the hedged object gain or
loss is realized.
(ii) Hedging instrument and
hedge objective

Hedging instrument: Swap
on interest

Hedge objective: Debt toan
(iii) Hedging method

In order to hedge interest
volatility  risk, we use
derivatives transactions only
when necessary.

same as last year

same as last year
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[tem

Last fiscal half year
(From April 1, 2005
To September 30, 2005)

Current fiscal half yc“ar
(From April 1, 2006
To September 30, 2006)

Last consolidated fiscal year
(from April 1, 2005
To March 31, 2006)

(iv) Effective evaluation
method of hedging
From the start of hedging and
determination period of
effectiveness, we compare the
accumulating total of hedge
objective and hedging instrument]
fluctuation rate, and use the
difference as the judging base.

|

(8) Other significant

Jitems in
preparation  of
the financial

‘statement

(i} Accounting processing for

consumption tax etc.

A before-tax method is
used,

(ii) Accounting treatment for
marketable securities for
business investment

Marketable securities
acquired as M&A business
transactions for the purpose of
business  investment  are
counted as current assets as
marketable  securities  for
business investment. Profits
and losses on such
transactions are shown as
operating income and
expenses,

Note that although these
investments may temporarily
meet the requirements of
controlling the  decision-
making body of the entity
being invested in, and of
exerting significant influence
over this entity, we deem that
such entities are neither
subsidiaries nor  affiliated
companies, because the
purpose  of the  share
acquisition is  business
investment and not acquisition
of a controlling stake. Thus,
we do not include such
entities in the scope of
consolidation, nor do we
apply the equity method to
them.

(i) Accounting processing for
consumption tax etc.

same as last year
. . |
{ii} Accounting treatment for
marketable securities| for

business investment |

same as last year

(i) Accounting processing for
consumption tax etc.

same as last year
(ii) Accounting treatment for
marketable  securities for

business investment

same as last year




Item

Last fiscal half year
{From April 1, 2005
To September 30, 2005)

Current fiscal half year
(From April 1, 2006
To September 30, 2006}

Last consolidated fiscal year
(from April 1, 2005
To March 31, 2006)

5. Important items for
drafting other fiscal
half year financial
statements

Funds in the consolidated
cash flow account statement
(cash and cash equivalents)
may include cash on hand,
readily available deposits,
and readily convertible funds,
and are constituted by short-
term  investments arriving
from the term of redemption
within three months from the
date of acquisition bearing
little risk in respect to value
variation.

same as last year

Funds in the consolidated
cash flow account statement

«(cash and cash equivalents)
"may include cash on hand,

readily available deposits,
and readily convertible funds,
and are constituted by short-
term investments arriving
from the term of redemption
within three months from the
date of acquisition bearing
little risk in respect to value
variation.




[

Change of Accounting Method:

. Last fiscal half year
* (From April 1, 2005
To September 30, 2005)

Current fiscal half year
(From April 1, 2006
To September 30, 2006)

Last consclidated fiscal year
. (from April 1, 2005
b To March 31, 2006)

{Accounting method on impairment of
loss on fixed assets)

Starting this term, the company is
applying the “Accounting method for
impairment of loss on fixed assets.”

There is no influence on the balance
sheet.

{Accounting method on indication of
net assets in balance sheet)

Starting this year, the company is
applying the “Accounting method on
indication of net assests in balance
sheet.”

There is no influence on the balance
sheet.

Furthermore, the amount relevant to
the traditional “Asset” section totaled to
10,103,240 thousand yen.

(Accounting  method stock
subscription)

Starting this year, the company Iis
applying the “Accounting method on
stock subscription.”

As a result, the unadjusted net current
losses such as sales losses, ordinary
losses, and taxes increased 32,490

on

thousand yen.

({\céounting method on impairment of
loss on fixed assets)

Starting this term, the company is
applying :the *Accounting method for
impairment of loss on fixed assets.”

{Thcre is no influence on the balance
sheet.




Changes in Accounting Titles and Classification

Last fiscal half year
(From April 1, 2005

Current fiscal half year
(From April 1, 2006
To September 30, 2006)

To September 30, 2005)

(Consolidated Balancc; Sheet)

The accounts paypble which we included under the
item“Others”in current - liability last fiscal half term
(amounting 60,441 thousand ven last fiscal half term) has
exceeded 5/100 of the total asset, so it has been indicated

separately from this fiscal haif term.

“Consolidation adjusting account” from last fiscal half year is
indicated as “goodwill} from this fiscal half year.

(Consolidated Cash Flow Statement)

“Amortization of consolidation account adjustment” from
last fiscal half year is indicated as “Amortization of goodwill”
from this fiscal half year.
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Notes

Notes to the consolidated balance sheet

- Last fiscal half year, This fiscal half year, Last fiscal year
As of the 30® of September 2005 As of the 30™ of September 2006 As of 31* of March 2006
*1  Accumulated depreciation of [ *1  Accumulated depreciation of | 41 Accumulated  depreciation of
tangible fized-assets is 6,246 tangible fized-assets is 683,827 tangible fixed-asset is 7,160
thousand JPY. thousand JPY, thousand JPY.

2 Contingent liabilities
Guarantee liabilities
{1) The company guarantees the bank
borrowing of the company
below mentioned.
Sweet -
Basil Inc.  160,200Thousand yen
*3 Consumption lease agreement of
investment securities
| “Investment account security
for sale” includes 2,290,200,000
JPY from lease agreement loans.

2 Contingent liabilities
Guarantee liabilities
(1) The company guarantees the bank
borrowing of the company below
mentioned.
Sweet
Basil Inc. 194,670Thousand yen

*3

2 Contingent liabilities

| Guarantee ligbilities

(1) The company guarantees the bank
borrowing of the company below
mentioned.
Sweet
Basil Inc.

194,670 Thousand yen

*3 Consumption lease agreement of
investment securities

Marketable securities for
business  investment  include
957,000,000 yen in marketable
securities on loan via loan
agreements.
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Notes to the income statement

- Last fiscal haif year
. (From April 1, 2005
¢To September 30, 2003)

Current fiscal half year
(From April 1, 2006
To September 30, 2006)

- Last consolidated fiscal year
{from April 1, 2005
To March 31, 2006)

*1 Main particulars of the selling and
general and administrative expenses

are;

; {Thousand yen)
Commission paid 62,980
Salary : 61,206
Taxes and public dues 51,930
Rent 28,718
Allowa..rl;c'e for 16,803
depreciation
Reuren;ent allowance 1,053
expenditure

Provision for
directors’ retirement 292

allowance

*2 Content of the loss on retircment of
fixed assets is office equipment
withl54 thousand yen.

*1 Main particulars of the selling and
general and administrative expenses
are;

(Thousand yen)
Salary 266,065
Taxes and public dues 105,501
Commission paid 100,787
Ret1ren_1ent allowance 3,827
expenditure
Provision for directors 7,061

retirement allowance

*2 Content of the loss on retirement of
fixed assets is office equipment
with § thousand yen.

*
|

]

I Main particulars of the selling and

general and administrative
‘expenses are:
{Thousand yen)
Commission paid 546,656
Salary 129,977
Provision for
| dieeo
allowance
Retirement
allowance 3,036

expenditure

2 Content of the loss on retirement of
fixed assets is office equipment with
154 thousand yen.




Notes to consolidated statement of capital stock variation

Current fiscal half year (From April 1, 2006 to September 30, 2006)

1. Matters related to shares outstanding

: At the end of last fiscal At the end of this fiscal
Type of share year ending March 31, Increase Decrease hailf year ending
. 2006 8 September 30, 2006
Common share ' ’ J
(Thousand share) 68,956 8,149 . ! 77,105
(General outline of the change) ;
The main reason for the increase is as follows:
Issuance of stock subscription warrants with commitmentline 8,145 Ithousand shares
 Exercise of our 2™ stock subscription warrants 4 thoulsa.nd shares
2. Matters related to treasury stock
At the end of last fiscal | At the end of this fiscal
Typc of share year ending March 31, Increase Decrease half year ending
2006 | September 30, 2006
Comrmon share I
(Thousand share) 159 — | — 159
3. Matters related to stock subscription warrants _
b Number of shares (Thousand share) Amount
‘ outstanding al
; the end of thi
Company Name Content Type of shares [ At the end of| At the end of| fiscal half
! last fiscal Increase Decrease  [this fiscal halff  year
year year {Thousand
yen)
Stock  subscription
: warrants issued by | Common
Submitted allocation to third shares 29,285 10,359 8,145 31,500 10,080
company party :
B P 1
Stock  subscription _ 32,490
' warrants
Consolidated . _ _ _
subsidiary °
. Total - 42,570
(Note)

1. The number of shares represents the maximum number of shares that may be exercised.
2. General outline of change in number of shares.
The increase in the number of stock subscription warrants issued by allocation to third part is due to
correction to the issue price.
The decrease in the number of stock subscription warrants issued by allocation to third party is due to
exercise of rights.

4. Matters related to dividends
(1) Amount of dividends
There is nothing relevant to report,

(2) Of which the base date belongs to this fiscal half year term, the effect

fiscal half year term.
. There is nothing relevant to report.

ive date of dividends belongs to next




Notes to the consolidated cash flow statement

~ Last fiscal half year
i (From April 1, 2005
To Septémber 30, 2005)

Current fiscal half year
(From April 1, 2006
To September 30, 2006)

' Last consolidated fiscal year
(from April 1, 2005
To March 31, 2006)

*1 lationship between the balance of
cash and cash equivalents and the
amount of -title particulars on the

consolidated half year balance
sheet.

(As of 30" of September 2005)
: {Thousand yen)

Cash on hand and in banks 717,955

*1 lationship between the balance of
cash and cash equivalents and the
amount of title particulars on the

consolidated half year balance
sheet.

(As of 30" of September 2006)
(Thousand yen)

Cash on hand and in banks 1,453,709

*

1 Relation between the balance of
cash and cash equivalents and the

“amount of title particulars on the

consolidated balance sheet.
|

(As of 31% of March 2006)
Il (Thousand yen)

(;Zash on hand and in banks 2,322,578

Cash and cash equivalents

717,955

Cash and cash equivalents 1,453,709

|
Cash and cash equivalents 2,322,578
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NO_ites to the lease transactions

4 |

Since the semiannual reports are disclosed on EDINET, we have omitted its indication.




Notes on securities

"Last fiscal half year as of the 30% of September 2005

‘Securities

1. Securities available for sale with fair value

, Acquisition cost Book value Difference
' (thousand JPY) (thousand JPY) (thousand JPY)
Shares 1,915,798 !6,607,650 4,691,852 1
2. Secuﬁties with no market price !
Book value ‘
(thousand JPY) ‘
) Other stocks and bonds *
Non listed stocks 1,578,580 ‘
21:10}111! invested to investment partnership, 1,400,000
Total 2,978,580
(2) Shares and bonds of affiliates
Shares 31,019
Corporate bonds 300,000
Total 331,019




Current fiscal half year as of the 30" of September 2006

Securities

1. Securities available for sale with fair value

" Acquisition cost Book value Difference
(thousand JPY) (thousand JPY) (thousand JPY)
Shares 1,306,102 I‘ 1,030,639 -275,463
2. Securities with no market price
Book value
{thousand JPY)
(1) Other stocks and bonds
Non listed stocks 2,062,095
Qrcm?unt invested to me:stmcnt partnership, 200,000
Total 2,262,095
(2) Shares of affiliates
Shares 63,640
Total 63,640




Last fiscal year as of the 31% of March 2006

‘Securities

1. Secufities available for sale with fair value

Acquisition cost Book value Difference
(thousand JPY) (thousand JPY) {thousand JPY)
—
Shares 2,020,823 i2’405'766 384,943
; |
2. Securities with no market price I
Book value
(thousand JPY)
Other stocks and bonds
Non listed stocks 450,483
Amount invested to investment partnetship, etc. 800,000
Non listed bond payable 300,000
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L 1
Notes on derivative transactions

‘Last fiscal half year as of the 30™ of September 2005 .
» Our company withdrew from all derivative trades with exception of the transactions which applies hedge
Iaccountmg, so there is nothing relevant to report :

f

Current fiscal half year as of the 30™ of September 2006

Our company withdrew from all derivative trades with exception of the transactlons which applies hedge
accounnng, so there is nothing relevant to report.

|
Last fiscal year as of the 31¥ of March 2006 :

Our company withdrew from all derivative trades with exception of the transactions which applies hedge
‘accounting, so there is nothing relevant to report.

E
|
E
|




Notes on stock subscription warrants
Current consolidated fiscal half year
(from the 1% of April 2006 until the 30™ September 2006)

1. Expense amount and items during this fiscal half year term

, Trading costs and general administrative expenses
:L '

2. Content of stock subscription warrants

32,490 thousand yen :

T |

1% stock subscription warrants

2™ stock subscription warrants

3Td stock Subscription warrants

March 2, 2005

August 17, 2005

September 4, 2006

Date of resolution

Division and
number of
appomtce

Company director 6
Company auditor 3
Company employee 23

Company director 2
Company auditor 1
Company employee 19
Subsidiary director 1
Affiliate director 4

Affiliate employee 68

Company director 3
Company auditor 3
Company employee 28

- Type and number

of shares granted | 1,600,000 Common shares 900,000 Common shares 1,900;00()‘ Common shares
ote) 1,2 | :
Date of grant March 2, 2005 Auguest 25, 2005 September 4, 2006
Fixed tcf-ms Employment from the date of| Employment from the date of Employment from the date of
i grant to right fixed date. grant to right fixed date. grant to right fixed date.

Target employment
term

March 2, 2005
to March 9, 2005

September 4, 2006
to September 18, 2006

Rightexercise = [March 10, 2005 August 26, 2005 Scptember 19, 2006
period - to March 9, 2010 to March 9, 2010 to July 6, 2011
(Note)

1. Indication is made after being calculated to number of shares. .
2. On April 1, 2005, we performed a share consolidation, combining 10 shares into 1 share. .

The number of shares granted as well as exercise price has been adjusted accordmg to the share consolidated.

3. Scale and change in situation of stock subscription warrants
(1) Number of stock subscription warrants (Unit: Share)

1¥ stock subscription 2™ stock Subscnptlon warrants 3‘"’ stock'subscription warrants
. . warrants [

Before fixed term — — Co —
Bcgiﬂ.ning of term — — ; —
Grant’ ¥ — — —
Invalidation — — ' -
Fixed term — — o —
Uncoﬁﬁrmed ' — — ' —_

After fixed term : L
Beginning of term 1,210,000 762,000 | . —
Fixed term | — — 1,900,000
Exercise of right 4,000 S —
Invalidation - 40,000 80,000 ‘ -
Unconfirmed . 1,170,000 678,000 , 1,900,000

(Notc) Indication is made after being calculated to number of shares. 1
) Umt Price (Unit: Share) |
@ i stoc‘:’cas;::;[csnpnon 2™ stock subscription warrants 3:"’ s_tock'subscription warrants

Right issue price’ 260 215 | 140

g‘;et’ﬁ:z?f:efg;’: a 163.5 163.50 | 1153

Falrevaluaton alue (Note) (Note) 19

(Note)We don’t have indication since these stock subscription warrants were granted before the business law.

} H
i
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Segment Information
1. Business segments

Last fiscal half year (From April 1, 2005 To September 30, 2003)

(Thousand JPY)
Entertainment L
and contents Inves.tment Others Total Elmlnauur[ oM Consolidated
busi business all companies
usiness Do
Sales |
(1) Sales ”t_o customers . 69,560 937,949 4,984 1,012,494 - 1,012,494
(2} Internal sales or
transfers ~ between _ — - — —_ -
segments ‘
Total 69,560 937,949 4,084 1,012,494 —_ 1,012,494
Operating expenses 216,590 430,985 29,531 671,107 | — 677,107
Operating income (loss) -147,029 506,963 -24,547 335,386 - 335,386

(Note) Business segments are classified considering the nature of business as follows: |

Entertainment and contents business
_ Sales and purchase of rights to distribute movies in theatres and visual soﬁware for CDs and DVDs and production
contracts for motion pictures. ,
Investment business |

Investment in contents funds and companies.
Others

Rental of real estate.
i In the past, we have categorized our real estate business s its own category, but as we have reduced the significance
of increases or decreases in sales and operating income, starting this consolidated fiscal half year, we are showing it
under "Other." .
* Furthermore, the sales from “Real estate business” included in “Others” for this fiscal half year totaled 4,984
thousand yen, with operating expense of 14,590 thousand ven and operationg loss of 9,606 thousand yen,

3




Current consolidated fiscal half year (from the 1* of April 2006 until thc{ 30® September 2006)

{Thousand JPY)
Entertainment T
Invesiment . . Elimination or .
and contents . Leisure business Others Fotal . Consolidated
business business all companies
i
Sales
(1) Sales to customers 183,945 822,606 1,124,861 7,794 2,139,208 _ 2,139,208
(2) Imemat sales of |
transfers berween 476 165,000 618 — ¢ 166,094 -166,094 —
segments |
1
Total 184,421 987,606 1,125,479 7,794 I 2,305,302 -166,094 2,139,208
[}
1 ]
Operating expenses . 442,741 759,225 1,180,670 26,531 1 2,409,169 -174,928 2,234,240
Operau'ng:income (loss) -258,319 228,381 -55,191 -18,736 -103,866 8,833 -95,032

(Notes) Business segments are classified considering the nature of business as follows:|

Entertainment and contents business }
Sales and purchase of rights to distribute movies in theatres and visual software for CDs and DVDs and production

contracts for motion pictures.
Investment business
* Investment in contents funds and companies.
Leisure business
: Operation and managing of theme parks and sports leisure facilities.
*1t has been added as our new business segment from this fiscal half vear term.
Others

* Rental of real estate.




K
]

1

Last consolidated fiscal year (from the 1* of April 2005 until the 31" of March 2006)

| (Thousand yen)
! Entertairtment N
4 and contents Investment Others Total Elimination or Consolidated
: busi business all companies
; usiness
Sales
6} Salé;s to custoners 83,797 3,925,601 9,568 4,018,966 - 4,018,966
@ Inf_emal sales o
transfers between| - - - - - —_
segments
“Total 83.797 3,625,601 9,568 4,018,966 - 4,018,966
Opcratingllexpcnses 392,604 2,351,334 88,489 2,832,428 — 2,832,428
. |
Operatmg income (loss) -308,807 1,574,266 -78.920 1,186,538 — 1,186,538
(Notes) Business segments are classified considering the nature of business as follows:
Entertainment and contents business
Sales and purchase of rights to distribute movies in theatres and vnsual soﬁware for CDs and DVDs and
: production contracts for motion pictures, :
7 Investment business
: Investment in contents funds. !
Others )
Rental of real estate.

In ‘the past, we have categorized our real estate business as its own category, but as we have reduced the
significance of increases or decreases in sales and operating income, startmg this consolidated fiscal year, we are
showing it under "Other."

_ Furthermore, the sales from “Real estate business” included in “Othersy’ for this fiscal half year totaled 9,568
3 thousand yen, with operating expense of 23,394 thousand yen and operationg loss of 13,826 thousand yen.




2 deographical segments

Durmg the last consolldated fiscal half year (from the 1% of April 2005 until the. 30" of September 2005), the
current consolidated fiscal half year (from the 1% of April 2006 until the 30th of September 2006), and the last
consolidated fiscal year (from the 1% of April 2005 until the 31¥ of March 2006)

Total amount of sales exceed 90% or more in all segments. Therefore, geographlcai segment information is
omitted here.
|
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3. Oversea sales

Last fiscal half year (From April 1, 2005 To September 30, 2005)

Great Britain

1. Sales (Thousand Yen)

403,000

1. Consolidated sales (Thousand

Yen)

|
1,012,494

III. Ratio of oversea sales to
consolidated sales (%)

39.8

(Notes)

L. Couﬁnies or territories are classified according to geographical proximity.

2. Oversea sales indicate the sales of the company and its subsidiaries to the countries

Current consolidated fiscal half year (from the 1 of April 2006 until thei 30® September 2006)

|
‘ - 398
|

and areas outside of Japan.

I

Since sale amount is less than the consolidated sale amount, we have abbreviated the listing of sale amount

overseas. |
Last consolidated fiscal year (from the 1* of April 2005 until the 31% of ‘March 2006)
Great Britain Asia Other Total
L. Sales (Thousand Yen) 694,983 257,651 2,514 955,149
[1. Consolidated sales (Thousand _ _ _ 4,018,966
Yen)-
[II. Ratio of oversea sales to 173 6.4 0.1 218

consolidated sales (%)

{Notes)

1. Countries or territories are classified according to geographical proximity.

2. Oversea sales indicate the sales of the company and its subsidiaries to the countries a

'

ind areas outside of Japan.




‘

Per‘.share information

, Last fiscal half year
(From April 1, 2005
To September 30, 2005)

Current fiscal half year
(From April 1, 2006
To September 30, 2006)

Last consolidated fiscal year
(from April 1, 2005
To March 31, 2006)

179.14 yen
5.72 yen

Net assets per share

Net Income per:Share

The added up net profit per share
after adjustment of latency is not
recorded as there is no dilutive residual

Net assets per share 131.30 yen

Net loss per share 2591 yen

The added up net profit per share
after adjustment of latency share is not
recorded as there is a net loss per share

Net assets per share 157.61 yen
Net income per Share 10.12 yen
Fully Diluted Net Income 9.86 yen

per Share
| As of 1% April 2005, consolidation of
10 shares to 1 share was completed.
; Following are the per share

security. for the fiscal half year. information with an assumption the
As of 1* April 2005, consolidation of cqnsPIidation of shares was done in the
10 shares to 1 share was completed. beginning of last term:
Following are the per share '
information with an assumption the | Last fiscal year
con-soli.dation of shares was done in the Net assets per share 110.44 yen
beginning of last term:
Last fiscal half Last fiscal i
* 1§ca AT yean) ast Tised” year Net loss per share 17.34 yen
glztl_:ssgts per ;er 2Ssets per |'I‘he added up net profit per share
; i ailter adjustment of latency share is not
81.39 yen 110.44 yen recorded as there is a net loss per share
Net loss per share | Net loss per share for the fiscal year.
2046 yen 17.34 yen
(Note) Basic structure for calculation ‘
1. Net assets per share !
6 Last fiscal half year Last fiscal half ycz{r Last consolidated fiscal year
’ (From Aprit 1, 2005 (From April 1, 2005 {(from April 1, 2005
To September 30, 2005) To September 30, 2005) To March 31, 2006)
Total net asset in fiscal half |
year balance sheet (Thousand — 10,524,094 | —
yen) |
Net a.sse{ related to commeon ' o |
shares (Thousand yen) - 10,1 0|3’240 - -
Difference of net asset at the
end of fiscal half year term
between the total amount of
net asset in balance sheet and o 420,854 -
net asset related to common: .
shares (Thousand yen) '
ber i !
Number - of | outstanding _ 77,105,272 _
common shares (Shares) B
) I
Number " of treasury stock — 159,983 _
(Shares) . i
Number ‘of common shares ||
used to calculate net asset per — 76,945,289 o =
share (Shares) | .




2. Fiscal half year net income or loss per share and fully diluted net income per share

]

Last consolidated fiscal

Last fiscal half year (From| Current ﬁscai half year year
April 1,2005 To (From April 1, 2006 .
i (from April 1, 2005
September 30, 2005) To Septembeﬁ 30, 20Q6) To March 31, 2006)
Net profit per share or net loss per share |
this period |
Net profit {Thousand yen) 305,576 | —_ 571,997
Recurrent net {oss (Thousand yen) — | 1,968,624 -
Amount of non-restored common shares _ |
(Thousand ven) | - B
Recurrent net loss related to common
shares (Thousand yen) 305,576 — 571,997
Recurrent net loss related to commeon | 1 ocg ¢
shares (Thousand yen) - | 1,968,624 -
Average shares of common stock in !
period (shares) 53,408,822 i75,972,406 56,531,858
i |
Fully Diluted Net Income per Share
Net profit adjustment price (Thousand _ _
yem} —
Increase in common stock (stock) — | — 1,505,585
(Number of share warrant) — | — (1,505,585)
Outline of residual securities not able to be | 1. New share reservation | 1. Stock  subscription | 1. Stock subscription

included in the calculation of recurrent net
profit after adjustment for residual
securities in order not to have an
attenuated effect :

rights (stock options)
issued  according to
article 280-20 and 280-
21 of the Commercial
Code

Settled at extraordinary
generat meeting  of
shareholders on
February 25, 2005 and
board of directors on
March 2, 2005: 16,000
rights, August 17, 2005,
9,000 rights.

warrants {stock aptions)
issued according to article
280-20 and 280-21 of the
old Commercial Code
Settled at exltraordina.ry
general  meeting  of
shareholders on February
25, 2005 and board of
directors on |March 2,
2005: 11,700  rights,
August 17, 2005, 6,780
rights.

2. Stock  subscription
warrants issued by third
party |

Portion settled at board of
director  meetings on
December 2, 2905: 1,008
rights. 7
3. Stock subscription
warrants {stock options)
issued according to article
236, 238, and 239 of the
Commercial Code.

Settled at extraordinary
general  meeting  of
sharcholders on June 27,
2006 and board of
directors on September 4,
2006: 19,000 rights.

warrants {stock options)
issued according to
article 280-20 and 280-
21 of the Commercial
Code

Settled at extraordinary
general  meeting  of
shareholders on
February 25, 2005 and
board of directors on
March 2, 2005: 13,000

rights.




Im;iortant events subsequent to the balance sheet day
~ Last fiscal half year Current fiscal half year ) Last fiscal year
(From April 1, 2005 (From April 1, 2006 (From 1% of April 2005
To September 30 2005) To September 30, 2006) To the 31% of March 2006)
1. Regarding acquisition of a | 1.Regarding transfer of equity |1. \Settlement with Nihonbungeisha
related company method affiliate Co., Ltd.
At the board of directors meeting | As of Qctober 30, 2006 our equity] \On May 17, 2006, an amicable

held on October 4, 2005, it was jmethod affiliate Qualitek Electronics| settlement was reached in the suit
voted to acquire M3 Entertainment Co., Ltd. decided to allocate newj bllought against our company in the
Corporation as a related company. shares to a third party at thein Tokyo District Court on December
Summary of company being [directors’ meeting. This made] 25, 2002 by Nihonbungeisha Co.,

transferred Qualitek Electronics Co., Ltd. not Ltd in a dispute over a publlshmg
(1) Trade name: qualified under our equity method agreement.
M3 Entertainment Corporation affiliate. 2. Regarding affiliating with Korea
(2) Date of foundation: K1) Trade name: Tender Inc. under the equity method
September 11, 1997 Qualitek Electronics Co., Ltd. lAt the April 20, 2006 meeting of
(3) HQ address: (2) Date of foundation: the board, it was decided to acquire
2 -30- 1 Hama-cho, Nihonbashi November 30, 1978 stock in Korea Tender Inc., making
Chuo-ku, Tokyo (3) Representative: it Ia company subject to the equity
(4) Representative ' CEO Wu Tsung Jen method.
President Michihiro Hirata (4) Capital: 3,25,300,000 NTD (1) Trade name:
(5) Capital: 20 miltion JPY (5)Business areas: Korea Tender Inc.
(6) Business areas Development, manufacture, and| (2) Date of foundation: April 3,
Video sales, Mobile phones sale of telecommunication devices 1997
and internet business (6) Shareholders: (3) Representative: Ho-June, Kim
7) Accounting date Omega Project Holdings Co., Ltd. (4) Capital: 7,682,228,000 Won
September 30 (28.47%) (6) Business areas
(8) Shareholders Union Holdings Co., Ltd. Porr.al finance service, entertainment
Michihiro Hirata (12.62%) servxce Venture  development
(Proportion held: 57.35%)  K7) No. of employees: 450 busmess
Shinji Mitani 8) Trend in performance in recent (6) Shareholders:
(Proportion held: 14.34%)  [fiscal year: Ho-June Kim (14.1%)
Omega Project Holdings Co., | The sales for term ending 31° Knn Nam Jun (2.31%)
© Ltd. December 2005 recorded 1,335 Yang Hae Kyoung(2.16%)
(Praportion held: 20.93%) thousand NTD, ordinary loss of 160 (7) No.of employees: 122
(9) No.of employees: 11 thousand NTD, and current net loss of (8), Trend in performance in recent
2. Matter of moving (acquisition) a |159 thousand NTD. ﬁscal year:
subsidiary 2. Regarding influence on our The sales for term ending 31%

At the board of directors meeting company  involving TTG sharesDecember 2005 recorded 5.9 billion
held on October 28, 2005, it was jassigned to special trading post mwon‘, and both ordinary loss and
voted to subscribe a private JASDAQ current net loss were recorded 4.463
placement of Asia Movie Week On November 13, 2006, TTG Co.billion won.

PTE. LTD., and as of October 28, [Ltd. was assigned to special trading
2005, it has become a subsidiary of [post with possibility in false report on
the company. their financial reports from 2002 to
The following shows a short outline 2006. The relation with our
of the subsidiary company: company is September 2, 2005 we
(1) Trade name: have allocated new shares to a TTG
Asia Movie Week Ptd. Ltd Co., Ltd.. We have recorded this under]
2) Date of foundation loss from valuation of marketable l
July 13,2005 - securities for business investment in
(3) HQ address this fiscal half year report.
541 Orchard Road #12-04 Liat 3. Regarding acquisition of treasury
Towers Singapore 238881 stock
(4) Representative: On November 15, 2006 at our
Representative Lukas Schwarzacher |directors’ meeting, we have decided to
(5) Capital $$415,010 acquire treasury stock according to|
6) Business areas Business Law Article 156.
Pubhcatlon of Asian film news (1) Type of shares: commeon shares
magazine, web delivery of (2) Number of shares: 3,000,000




E-Magazine
(7) Accounting date
March 31st
(8) Shareholders
Asia Maude Ireton (10%)
Lukas Schwarzach (10%)
Omega Project Holdings Co., Lid.
(80%)
9) No. of employees: 2
3. Regarding issuance of stock
subscription warrants with
commitment line by third party
allocation
Allocation of new shares to a
third party with commitment line
was decided as follows at the board
of directors meeting held on
December 2, 2005.
(1) Essential points on stock
acquisition rights:
(i) Total number of stock
subscription warrants:
2,000 shares
(ii) Issuing price:
10,000 yen each
(iii) Total issuance price of shares
20,000,000 yen
(iv) Type and number of shares
The type of shares for purpose of
stock subscription warrants is
common shares in our company.
The number of shares that we will
issue, or alternately transfer from
common shares in our company in
our possession ("issuance or transfer
of commeon shares in our company,”
or simply "issuance/transfer") when
these warrants are exercised shall be
the number of stock subscription
warrants ' exercised multiplied by
5,000,000 yen, then divided by the
exercise : price - (defined below),
rounded down to the nearest whole
number. The number of shares for
purpose of these stock subscription
warrants  ("number of allocation
shares") shall be the number of
shares in question divided by the
number of these stock subscription
warrants being exercised.
(v) Corrections to the issue price
After December 20, 2005 if the
effective exercise price immediately
before the date of correction in
question is 1 or more yen greater or
less than 90% of the average closing
price of common shares in our
company in normal trading, rounded
down to the nearest yen ("date of
correction price"), on the NASDAQ

shares with upper limit

yen with upper limit

Meeting 2007.

purchasing of stock

10,000 per share.

(3)Total obtained price: 300 million|

(4) schedule for acquisition
From November 20, 2006 to
the date of Annual Shareholders]

#. Regarding depreciation by

warrants with commitmentline
We have decided at our directors]
meeting held on November 15, 200§
to depreciate the stock subscription]
warrants allotted to USS Capital Co.,
Ltd. (Number of shares remaining as|
of November 15, 2006: 1,008) by
purchasing them with the amount

subscription|




Securities Exchange for three
consecutive trading days (but
excluding days with no closing
price) up to and including the day
prior to. the effective date of each
exercise, of these stock subscription
warrants ("date of correction"), then
the exercise price will be corrected
to the exercise' price startmg from
the, date of cofrection in question.
Aﬁer December 20, 2005 if the
effective exercise price immediately
beflore the date of correction in
question is 1 or more yen greater or
less; than 90% of the average closing
price of common shares in our
company in normal trading, rounded
down to the nearest yen ("date of
correctlon price"), on the NASDAQ
Securmes Exchange for three
consecutwe trading days (but
excludmg days with no closing
pnce) up to and including the day
prior to’the effective date of each
exercnse ‘of these stock subscription
wammts ("date of correction"), then
the exermse price will be corrected
to the exerc1se price stamng from
the |date’ of correction in quesuon
Note, however, that if exercise price
shall not fall below 160 yen, nor rise
above 1,120 yen.
(v1)|Amount paid at the exercise of
warrants

| . 10,000,000,000 yen
(vu) Issumg price of shares issued
due 'to exercise of warrants

. 5,000,000 yen per stock

(viii) Total amount of shares issued
due to exercise of warrants
‘ 10,020,000,000 yen
(ix) Oﬁenng date

l . "December 19, 2005
(x) Due date of payment

: December 19, 2005
(xi) Exermse claiming period
December 20, 2005 to December
19, 2007
(xu) Allocation parties and number
of shares allocated
USS Capital Co., Ltd.

2, 000 shares
(Note)
The amount paid at the exercise of]
wan-ants issuing price of shares|
Jssued due to exercise of warrants, and}
total amount of shares issued due to
exercise of warrants were calculated
accordmg to the first exercise price

(320 yen per share).
| ) .

l
|




'Doubts on the premise of going concern

Last fiscal haif year (From April 1, Current fiscal half year Last consolidated fiscal yeaf
oo 2005 (From April 1, 2006 (from April 1, 2005
"To"September 30, 2005) To September 30, 2006} To March 31, 2006)

B I




3. Sﬁles condition

Last fiscal half year Current fiscal half 'ycar Last fiscal year
(From April 1, 2005 (From April 1, 2606. (From April 1, 2005
To September 30, 2005) To September 30, {006) To March 31, 2006)
Sales Ratio Sales i Ratio Sales Ratio
“ (Thousand yen) % (Thousand yen) 1‘ % (Thousand yen) %
Entertainment and contents |
business 69,560 6.9 183,945 8.6 83,797 2.1
" Investment business 937,949| 92.6 szz,eoé 384 3,925,601 97.7
Leisure business — — 1,124,86i 52.6 — —
Others 4984 0.5 7,794 04 9,568| 02
Total , 1,012,494 100.0 2,]39,20é 1100.0 4,018,966| 100.0

(Note) .
1. Transactions between segments have been balanced out.
2. The transacted amount does not contain sales tax.




Fiscal half year ended September the 30™ 2006

Brief Report Concerning Account Closing (Non-Consolidated)
Company Name: Omega Project Holdings Co., Ltd.

Code No. 6819

(URL http://www.omega.co.jp)
Location of Headquarters: Tokyo

Representative: Representative Director, Yoshiaki Kondo

Contact Person: Operating Officer, Man

Date of fiscal year Board Meeting, the 24" of November 2006
Date of delivery of dividends: Not decided
Existence of a Share Unit System: Existing (One Unit is 100 Shares)

1. Non-consolidated Results of the Fiscal Half Year ended at the

a%ement Planning Division, Yutaka Morohash1

(from the 1% of April 2006 until the 30" of September 2006)

24" of November 2006
Registered [ssue
Re51dent1a1 Prefecture of Headquarters: Tokyo

Tel.: +81-3-5216-6565

30" of September 2006

2006/ 56,531,858 shares

(1) Business Results |
; Sales Operating Profit | Ordinary income
. . million JPY % million JPY Y% million JPY %
September 2006 1,006 0.7 53 85.5 | 145 -51.1
September 2005 999 41.7 367 — | 208 —
March 2006 3,984 192.7 1,286 | 1,245 —
|
Net loss Fiscal half year net income or
loss per share |
million JPY % Yen Sen|
September 2006 -1,893 — -24 93
September 2005 314 — 5 88
March 2006 665 — 11 77
) |
(Notes) |1: Average of Qutstanding Shares: September 2006 / 75,972,406 shares; September 2005 / 53,408,822 shares ; March|

2. Change of Accounting Method: None

I

3, Percentages of Sales, Operating Profit, Ordinary Profit and Net Income prcscnt the ratio of increase/decrease in
companson to the previous fiscal half year.

|

1. Number of Outstanding Shares at the end of the term: September 2006 / 76,945,28.95ha.res; September 2005
54,597,800 shares; March 2006 / 68,796,113 shares |

2) Status of Finances
‘ Total Assets Net Asset Ratio of self-funding | Net assets per share
: million JPY million JPY | % Yen

September 2006 11,437 10,298 |89.7 133 29

September 2005 12,324 9,785 179.4 179 23

March 2006 11,545 10,924 194.6 - 158 79
' |
(Notes)

2. Number of Treasury Stock: September 2006 / 159,983 shares; Septernber 20!05 / 159,983 shares; March 2006

159,983 shares




|
2. Forecast of the Non-Consolidated Results for the Fiscal year endmg at March 31, 2007
(from the 1* of April 2006 until the 31* of March 2006)

t

K Sales Ordinary income Net Income
K million JPY million JPY i _million JPY
Per year 2,190 520 -1,530
(Reference) Projected Net Income per Share (per year): -19JPY 88Sen o
Cash Dividends Dividends per share (yen) |
End of First End of Second | End of Third !
Quarter Quarter Quarter End of the Yeziar Others Annual
Month Year ! Existing
Month Year (actual _ _ k Existin
performance) 2
Month Year _ — l Existin
(forecast) 2
KNotes) Fiscal half year dividends Commemorative dividend Yen Sen| Extraordinary D:ivic_lcnd . Yen Sen
Others referenced in attached file l '

*The figures listed in the above chart were based on the information obtaine;d at this moment, and they include
indeterminateness. Therefore, the actual figures may be different from these ﬁgurlcs due to various reasons.




6. Interim Financial Statement
Interim Financial Statement

(1) Interim Balance Sheet

: Previous fiscal half year Current fiscal half year Previous fiscal year
" (30 September 2005) (30 September 2006) (31 March 2006)
L Amount Ratio Amount Ratio Amount Ratio
Division Notes| 1 ousands of JPY) (%) (Thousands of IPY) | |(%) (Thousands of JPY) (%)
{Assets) 1
1. Available assets
1. Cash on hand and in
banks 654,791 1,272,230 2,257,927
2. Accounts receivable
: 117,375 148,128 260,796
3, Securities held in
trade account - 636,841 t -
4. Business investment w | 9219970 3,211,904 3,535,150
account security
5, Inventories 15977 363,629 7,497
6. Advance payments 340,500 788,041 851,542
7. Shert term loans
receivable 354,820 3,356,396 2,476,138
8. Accou.n_‘tls due 40,079 145,805 822,613
9. Other %! 117,857 286,010 143,342
Allowance for doubtful -35,489 . -125,970 ‘ -125,970
accounts '
Total current assets 10,845,886 880 10,083,017 832 10,229,039 886
11. Fixed assets
1. Tangible fixed assets '
(1) Buildings 2,712 3,543 2,440
{2) Tools, furniture and
fi s 537 2,439 463
(3)Autf_)motwe _ 1,665 2,531
equipment
Total 3,249 0.0 7,648 0.1 5,435 0.1
2. Inmngiﬁic fixed assets 103,355 0.9 1,950 0.0 1,950 0.0
3. Investments and other
assets
(1) Investment securities| *4 286,971 14,282 56,421
{2) Shares of affiliates 486,660 558,766 742,806
(3) Bonds of affiliates 321,921 340,500 340,500
(4) Long term loans
receivable 621,444 406,967 193,030
(5) Long term operation
receivable 347,059 133,059 133,059
(6) Other 138,661 186,575 138,361
Allowatice for doubtful -830,752 295,553 295,353
B.CCOI.II.IT.?
Total | 1,371,966 11.1 1,344,598 11.7 1,308,826 11.3
Total fixed assets 1,478,571 120 1,354,197 1 11.8 1,316,211 114
Total asﬁeis 12,324,457 100.0 11,437,214 1(|)0,0 11,545,251} 100.0




|

Previous fiscal half year Current fiscal half ycar‘ . Previous fiscal year
{30 Septernber 2005) (30 September 2006) | (31 March 2006)
Division Notes Amount Ratio Amount ‘Ratio Amount Ratio
) {Thousands of JPY) (%) (Thousands of JPY) | (%) (Thousands of JPY) (%)
|
(Liabilities) 1
L. Circulating liabilities
1. Accounts payable trade 76,778 68,792 68,531
2. Short term borrowings 402,000 — —_
3 Accuunfs payable 50,410 928 341 ! 245,755
4. Share options - — 13,530
5. Accrued taxes on income 10,799 14,054 21,183
6. Deferred tax liability 1,854,304 — 155,933
7. Reserve funds for losses
in litigation 22,800 30,000 22,800
8. Other - 34,165 62,206 60,487
Total current liabilities 2,451,257 199 1,103,394 9.7 588,221 5.1
I1. Fixed liabilities '
1. Estimar.::d retirement
allowance 5,847 9,303 6,386
2. Director’s retirement
allowance 19,910 24240 21,860
3. Defen‘eéi tax liability 54,810 —_ 699
4, Other ; 7,284 1,964 3,396
Total ﬂ.j(ed liabilities 87,851 0.7 35,507 03 32,843 03
Total li@bilitiﬁ 2,539,109 20.6 1,138,901 ! 10.0 621,064 54
(Sharcholders Equity) .
1. Capital stock 1,694,586 138 — - 3,371,405 29.2
11. Additional paid-in capital
i
1. Legal capital surplus 1,974,442 - 3,639,666
2. Other capital surplus 3,055,743 - 3,055,743
Total cg:piml surplus 5,030,185 40.8 - _ 6,695,400 58.0
I11. Retained earnings
1. Indisposed accumulated
profit at the end of this 314,245 —_ 665,467
fiscal half year
Total earned surplus 314,245 2.5 - — 665,467 57
V. Unrealized revaluation
loss on other investment 2,782,737 226 —_ —_ 228,309 2.0
securities:
V. Treasury stock -36,405 -0.3 —_ —_ -36,405 0.3
Total shareholders’
Equiy ! 9,785,348) 794 — - 10,924,186| 946
Total !liabilities and
shaseholders® equity 12,324,457 100.0 —_ — 11,545,251 100.0




Previous fiscal half year Current fiscal half year 1 Previous fiscal year
(30 September 2005) (30 September 2006) {31 March 2006)
Division Notes Amount Ratio Amount Ratio Amount Ratio
‘ (Thousands of JPY) (%) (Thousands of JPY) l{%) | « (Thousands of JPY) (%)
{Net Assetsj ' [
1. Shareholders’ Equity
1. Capital stock - - 4,239,467 | 370 — —
2. Additicnal paid-in l
capital | :
(1) Legal capitat surplus - 4,500,912 -
(2} Other capital surplus - 3,055,743 -
Total cépital surplus - - 7,556,656] | 66,1 - -
‘ |
3. Retained earnings !
(1) Retained eamings !
Can'_y-uver retained _ -1,228511 1 _
eammgs |
Total eamed surplus - - -1,228,511( (-10.7 - -
4. Treasury stock — - -36,405 ‘ 03 - -
Total shareholders’
Equity; - - 10,531,206( | 92.1 —_ —
I1. Variance of Estimate
1. Unrealized revaluation
loss on other investment — -275,463 —
securities
quﬂ . Varience  off — — -275463| | -2.4 - -
stimate
111 Share opr._ions — — 42,570 0.3 — —
Total nét assets N — 10,298,312 | 90.0 - =
Total liabilities and ney :
3 : —_ — 11,437,214 1100.0 - -




(2) Income and Loss Statement

|
|

Last fiscal half year Current fiscal haif year' Last fiscal year
(From April 1, 2005 (From April 1, 2006 | (from April 1, 2005
To September 30, 2005) To September 30, 2006) To March 31, 2006)
1
b'v’ . Notes Amount Ratio Amount Ratio Amount Ratio
Jvision {Thousands of JPY) (%) (Thousands of JPY) |, (%) {Thousands of JPY) (%)
I. Sales 999 280( 100.0 1,006,448 [100.0 3,984,506! 100.0
1I. Sales costs 348,925 349 541,359 63,7 I 1,776,065 445
Gross; profit (Jass) en 650,355  65.1 365,089| | 363 2,208,531 554
II1. Trading costs and general
administrative expenses *1 283,262 284 311,986 31,0 922,231 231
Operaiing income (loss) 367,092 36.7 53102 53 1,286,299 323
V. Non-Operating Income
1. Interest income 18,088 82,318 74910
2. Other : 3,543 41,214 15,210
Total 21,632 22 123,532 123 90,121 23
|
V. Non-Opeljgting Expenses
1. Interest expense 5,342 — 15,824
2. Loss on insurancé
surrender 57,552 - 57,552
3. New stock issuance
expense amortization 21,792 - 37,557
4. Stock delivery fee — 5,466 —
5. Other 1 — 25,357 19,737
Total ’ 90,687 2.1 30,823 31 130,672 33
Ordinary income 298,037 298 145,811 14.5 1,245,748 313
V1 Extraordinary income .2 109,083 10.9 4,463 04 715,162 179
VIL Extmordinm losses *3 92,270 92 2,041,027 | 202.8 1,294,232 325
Pretax net profit (loss) 314,850 315 -1,890,752| .187.% 666,678 16.7
Corperation, _resident 6os| 0.1 3,226 ' o3 12100 00
and business taxes : - y )
Net profit (loss) 314,245 314 -1,893,979 .18.8.2 ' 665,467 16.7
Indisposed accumulated,
profit at the beginning of] — — -
the term
Indisposed accumnulated
profit et the end of this 314,245 — 665,467
fiscal half year




(3) Statement of Capital Stock Variation

Current fiscal half year (From April 1, 2006 To September 30, 2006)

|
|

Shareholders’ Equity

{Thousand Yen)

Additiorial paid-in capital
Capital stock '
Legal capital surplus 01her|capim.l surplus Total capital surplus
Balance as of March 31, 2006 i
(Thousand ¥en) 3,371,405 3,639,666 | 3,055,743 6,695,409
Variation during this fiscal half year ‘F
Issuence of new share 868,062 861,246 ; — 861,246
Net Income — — i — —
Variation during this fiscal half year ;
other than shareholders’ equity (Net —_ —_ { _— —_
Value) |
Total variation during this fiscal half ;
e ony 868,062 861,246 | - 861,246
Balance as of September 30, 2006 i
e Yo 4,239,467 4,500,912 . 3,055,743 7,556,656
Shareholders’ Equity
Retained camings ;
Retained eamings Tre%asury stock Total shareholders” Equity
Carry-over retained Total eamed surplus :
. eamings )
Balance as of March 31, 2006 i
o Yeny 665,467 665,467 | 36,405 10,695,876
Variation during this fiscal half year .
Issuance of new share —_ —_ ; -_— 1 ,729,308
Net Income -1,893,979 -1,893,979 | - -1,893,979
Variation during this fiscal half year .
other than shareholders’ equity (Net —_ —_ i —_ —
Value) !
Total variation during this fiscal half !
year (Thousand Yen) - -1,893,979 -1,893,979 ! — -164,670
Bal f S ber 30, 2006 X
Thovmand ¥er) T -1,228,511 -1,228,511 | -36,405 10,531,206
|
Variance of Estimate !
Unrealized revaluation loss Shalire options Total net assets
on other investment | Total Variance of Estimate :
securities |
Bal f March 31, 2006
(Thousand Yer) . 228,309 228,309 | 13,530 10,937,716
Variation during this fiscal half year | |
Issuance of new share —_ —_ l — 1,729,308
NetIncome —_ — | — -1,893,979
Variation during this fiscal half year i
(\){gtler )than shareholders’ equity (Net -503,773 -503,773 | 29,040 -474,733
ue
Total variation during this fiscal half i
o T gy e s 1 -503,773 -503,773 | 29,040 -639,404
Datance as. of Septerber 30, 2006 -275,463 -275,463 L 42,570 10,298,312
—




Basu:s concerning the preparatlon method of the fiscal half year ﬁnancxall statement

f Item

Last fiscal half year

Current fiscal half yean

Last fiscal year

(From April 1, 2005 To (From April 1, 2006 ! (From 1% of April 2005
September 30, 2005) To September 30, 2006) To the 317 of March 2006)
1. Standards and (1} Securities (1) Securities (1) Securities
methods for the Shares of subsidiary Shares of subsidiary

valuation of major
assets'

companies and affiliates:
Moving average method.

Other stocks and bonds
Securities available for sale
with fair value:
Fair value based on the
market price at the closing
date of the fiscal half year.
(Both unrealized gains and
losses are included as a
component of shareholders’
equity; cost is mainly
determined  using  the
moving average cost)
Securities with no market
price:
Moving average method.
(2) Inventories
For goods-in-process and
film distribution rights etc.
For goods, products, raw
materials and supplies, the
moving average method is
applied.
However, in regard to film
distribution rights amortized
using a serial method within
12 repayment months from
point in time when provided
for business.

(3) Derivatives
Market value method

Shares of subsidiary l
companies and affiliates:

same as last year,
Sale purpose securities }
Market value method (Cost of
products sold are calculaitcd
according to movmg-average
method)

Other stocks and bonds
Securities available for sale
with fair value:

same as last year

|
1

Securities with no market
price: ‘
same as last year

(2) Inventories

For goods-in-process and
film distribution rights, and
TV broadcasting rights etc. |
For goods, products, raw
materials and supplies, the
moving average method |is

applied. However, in regard -

to film distribution nghts
amortized using a
method within 12 repayment
months from point in time
when provided for bu51ne§s
Also, TV broadcastmg nghts
are written off using cqua.l
installment method according
to the term of each right.
(3) Derivatives

same as last year

senal :

companies and affiliates:
same as last year

Other stocks and bonds
Securities available for sale
with fair value:
Fair value based on the
market price at the closing
date of the fiscal year.
{Both unrealized gains and
losses are included as a
component of shareholders’
equity; cost is mainly
determined  using  the
moving average cost)
Securities with no market
price:
same as last year
(2) Inventories
For works in process, land for
sale, film distribution rights,
the identified original cost
method is applied. For goods,
products, raw materials and
supplies, the moving average
method is applied.
Depreciated over a 12-month
depreciation perioed from the

_time they are provided for

business based on the sum of
the year’s digit method using
the specific cost method.

(3) Derivatives
same as last year

2. Methods-for
depreciation of
depreciable assets

(1) Tangible fixed assets:
Declining balance method
The main periods of useful
life are shown below.

Facilities pertaining to

buildings: 8 to 15 years

Machinery and equipment:

2 to 20 years

(2) Intangible fixed assets
Straight-line method
Further software for
company use is depreciated
using the  straight-line

method over its period of
available use within the
company (3-5 years),

(1) Tangible fixed assets: |
Declining balance mcthod
The main periods of uscful
life are shown below.

Facilities pertaining to

buildings: 8 to 18 years

Machinery and equipment: |

2 to 20 years

Automotive equipment:

2 years

(2) Intangible fixed assets

same as last year

(1) Tangible fixed assets:
Declining balance method
The main periods of useful
life are shown below.

Facilities pertaining to

buildings: 8 to 15 years

Machinery and equipment:

2 to 20 years

Automnotive equipment:

2 years
(2) Intangible fixed assets

same as last year




|

Current fiscal half year

Last fiscal half year Last fiscal year
+Item (From April 1, 2005 (From April 1, 2006 | . (From 1* of April 2005
: To September 30, 2005) To September 30, 2006) To the 31* of March 2006)
3. Reserve calculation | (1) Reserve for doubtful (1Y Reserve for doubtful (1) Reserve for doubiful
standards accounts accounts accounts

In order to reserve for loss
incurred due to credit loss the
allowance  for  doubtful
accounts is provided at the
estimated amount calculated
on the past experience, as well
as the estimated specific
amount for uncollectible of
doubtful accounts.

(2) Accrued pension cost

For the severance benefits to
employees, accrued pension
costs are reserved at the
amount incurred in the current
period based on the projected
benefit obligation and the fair
value plan assets as of the
current period end.

(3) Reserve for directors’
retirement allowances
Accrued severance indemnities
are reserved for the payment of]
retirement and  severance
benefits to  directors. The
reserve for the future payments
is fully provided based on the
intemal rule for directors’

severance indemnities.
(4) Reserve for loss from

litigation
To prepare for the reserve for
loss from litigation the

expected loss is added up.

same as last year

(2) Accrued pension cost

same as last year

(3) Reserve for directors’
retirement allowances

same as last year

(4) Reserve for loss from
litigation

same as last year

| benefit obligation and the fair

same as last year

(2) Accrued pension cost

For the payment of retirement
and severance benefits to
employees, accrued pension
costs are reserved at the
amount incurred in the current
period based on the projected

value of plan assets as of the
current period end.
(3) Reserve for directors’
retirement allowances
Accrued severance indemnities
are reserved for the payment off
retirement and  severance
benefits to directors. The
reserve for the future payments
is .fully provided based on the
internal rule for directors’
severance indemnities.
(4) Reserve for loss from
litigation

same as last year

4, Recording methods
for profit and cost

]

In the gross sales of the
investments in securities for
investment for operation, the
dividends received and receipt
interest are appropriated in the
investments in securities, sale
securities book value,
commissions paid and paper
loss etc are appropriated in the
same cost of goods sold.

In the event of the sale of
marketable  securities |f0r
business investment in the form|
of unlisted shares, the amouﬁt of
sales of marketable securities
for business investment is| the
sum of sales of marketable
securities for business
investment that have been
purchased for the purposé of
investment growth, and| is
determined by dividends and
. N 1,
interest received. The sale price
of marketable securities | for
business investment ig
determined by the securitieg
book value, fees paid and
valuation loss, ‘
In the event of the sale of
marketable  securities |fqr
business investment in the form
of listed shares, the profit ﬁ;om
management  of  marketabld
securities for business
investment is determined by the

net profit or 1oss on the sale.

same as last year

—62—




Current fiscal half year!

Last fiscal half year Last fiscal year
Item (From April 1, 2005 (From April 1, 2006 | {From 1* of April 2005
: To September 30, 2005) To September 30, 2006) To the 31* of March 2006)

5. Accounting methods
for lease transactions

1

Financial lease transactions
other than in cases in which the
ownership of the leased
property is transferred to the
lessee are accounted using the
accounting method applicable
to ordinary lease transactions.

same as last year ‘

same as last year

6. Important hedge
accounting method

(i) Important method for
financial hedge accounting
The gain or loss or unrealized
gain or loss based on the market
value when hedged is accounted
for as assets or liabilities by the
deferred accounting method
until the hedged object gain or

loss is realized.

(ii) Hedging instrument and
hedge objective

Hedging instrument: Swap on

interest; Hedge objective: Debt

loan '

(iii) Hedging method

In order to hedge interest

volatility  risk, we  use

derivatives transactions only

when necessary.

(iv}) Effective evaluation
method of hedging

From the start of hedging and

determination period of]|

effectiveness, we compare the

accumulating total of hedge

objective and hedging

instrument fluctuation rate, and

use the difference as the

same as last year

same as last year

: judging base. |
7. Other significant (i) The consumption tax is (i) Accounting methods taxes | (i) Accounting methods taxes
items in preparation excluded from the figures, same as last year same as last year

of the financial
statement

(i1) Accounting treatment for |
marketable securities for
business investment

Marketable securities acquired

as M&A business transactions

for the purpose of business
investment are counted as
current assets as marketable
securities for business
investment. Profits and losses
on such transactions are shown
as operating income and
expenses.

Note that although these
investments may temporarily
meet the requirements of]
controlling the decision-making
body of the entity being
invested in, and of exerting
significant influence over this
entity, we deem that such
entities are neither subsidiaries
nor  affiliated  companies,
because the purpose of the
share acquisition is business

investment and not acquisition

(i) Accounting treatment for

marketable  securities | for

business investment
same as last year |‘

(i) Accounting treatment for
marketable  securitiecs  for
business investment

same as last year




of a controlling stake. Thus, we
do not include such entities in
the scope of consolidation, nor
do we apply the equity method
to them.




Charige of Accounting Method:

Last fiscal half year
(From April 1, 2005
To September 30, 2005)

Current fiscal half year
(From April 1, 2006
To September 30, 2006}

|

|

| Last fiscal year
(From 1 of April 2005

| To the 31* of March 2006)

(Accounting method on impairment of
loss on fixed assets)

Starting this term, the company is
applying the “Accounting method for
impairment of loss on fixed assets.”
There is no influence on the balance
sheet.

{Accounting method on indication of
net assets in balance sheet)

Starting this year, the company is
applying the “Accounting method on
indication of net assets in balance
sheet.” There is no influence on the
balance sheet. Furthermore, the amount
relevant to the traditional “Asset”
section totaled to 10,255,742 thousand
yen. Due to revision of regulation in
financial statement, this fiscal half year
financial statement has been made
according to the revised regulations.
(Accounting  method stock
subscription)

Starting this year, the company is
applying the “Accounting method on
stock subscription.” As a result, the
sales profit ' and ordinary profit
decreased by 32,490 thousand yen, and
pretax net loss increased by 32,490
thousand yen.

on

(Accounting method on impairment of
losfs on fixed assets)

Statting this term, the company is
applying the “Accounting method for
impairment of loss on fixed assets.”
Theére is no influence on the balance
sheet.

;
|
|
!
!




Note§

Interim Balance Sheet

'
|
|
I

::11 tem Previous fiscal half year Current fiscal half year Last fiscal year
! (30 September 2005) (30 September 2006) | {31 March 2006)
*1. Accumulated ‘l
depreciation of 3,758 thousand yen 5,652 thousand yen 4,430 thousand yen

tangible fixed assets
2. Contingent liabilities

*3. Accounting methods
taxes

*4. Consumption lease
agreement of
investment securities

The company guarantees the
bank borrowing of the
company below mentioned.

Sweet Basil Inc.
Borrowed indebtedness:

160,200 thousand yen
Because tax suspense payable
and tax suspense receipt are
being balanced our and there
are little influence financially,
we have included them under
“Others” in available assets.
“Investment account
security for sale” includes
2,290,200,000 JPY from lease
agreement loans.

The company guarantees the
bank borrowing of the
company below mentioncd!.

Borrowed indebtedness:
194,670 thousand yen

Sweet Basil Inc. l
|

same as last year

.| 957,000,000

The company guarantees the
bank borrowing of the
company below mentioned.

Sweet Basil Inc,
Borrowed indebtedness:
194,670 thousand yen

Marketable securities for
business investment include
yen in
marketable securities on loan

| via loan agreements.




Notes to the income statement

: | (Thousand JPY)
. Current fiscal half year Last fiscal year
‘Item Il.asztoggc_:la_i hsa:féﬁgfg%nggg)l (From April 1, 2006 ! (From 1% of April 2005
i P ’ To September 30, 2006) To the 31% of March 2006)
*1. Depreciation cost Tangible fixed Tangible fixed y Tangible fixed
assets 373 assets 1’32$ assets 1,043
Intangible fixed Intangible fixed
pesets 16,390 assets 19,121
Total 16,763 Total 20,166
*2. Important Reversal of Profit on sales of | Reversal of bad 480.609
extraordinary profit reserve funds for 37,200 | investment 4,463 | debt reserve ’
‘ losses in litigation securities i Profit on sales of
Reversal of bad investment 161,161
35,691 ..
debt reserve securities
?mﬁt on debt 21,846
orgiveness |
*3, Import;;;nt Valuation loss on 58,513 | Loss from valuation 1,860,é40 Loss from 700,000
extraordinary loss investment of marketable i valuation of
: securities securities for i marketable
Loss on sales of business investment | securities for
investment 22,136 | Profit on sales of 170 6 00 business
securities affiliate's securities ' investrnent
Loss from transfer
of receivables 305,013




.Current fiscal half year (From April 1, 2006 To September 30, 2006)

I
i
Notes to statement of capital stock variation \
i
1. Matters related to treasury stock l

Type:_of share Last fiscal year Increase Dccrl‘casc Current fiscal half year
Common share |
(Thousand share) 159 B ! - 159




f
\
Notes to the lease transactions !

Since the semiannual reports are disclosed on EDINET, we have omitted its indication,




Concfeming secur,ties '

There is nothing relevant to report to regarding market prince for subsidiary companies and affiliates in the
last ‘fiscal half yeir as of the 30 September 2005.

Current fiscal helf year as of the 30™ of September 2006
SubSIdlarles companies and affiliates with market price

; (Thousand JPY)
jé Division Book value Market price Difference
1) Shares,i of subsidiaries — l — —_
) Sharesi'of affiliates 230,790 15|1 968 78,821
: |
- Total 230,790 15‘1 568 78,821
Last fiscal year us of the 31% of March 2006
Subsidiaries com >anies and affiliates with market price
(Thousand JPY)
* Division Book value Market price i Difference
(1) Shares of subsidiaries -— — —_
(2) Shares of affiliates 230,790 29|6,508 65,718
|
. Total 230,790 296,508 65,718
!
I

~70—




Per share informa:ion

B
|

Last fiscal hali*year Current fiscal half year Last fiscal year
«(From April 1, 2005 {(From April 1, 2006 (From 1* of April 2005
To September 30, 2005) To September 30, 2006) To the 31" of March 2006)
Net asseté__ per share 179.23 yen | Net assets per share 133.29 yen Net assets per share 158.79 yen
Net Income per Share 5.88 yen Net loss per share 24.93 yen | Net Income per Share 11.77 yen
[
‘ Fully Diluted Net Income 11.47 yen

The added up net piofit per share
after adjustment of litency is not
recorded as there is no dilutive residual
security.

As of 1% April 2005, cnsolidation of
10 shares to 1 share was completed.

Following are th¢ per share
information with an a sumption the
consolidation of shares was done in the
beginning of last term:

Last fiscal half year] Las: fiscal year

Net assets periNet 'assets per]
share share

81.39 yen 110.63 yen
Net loss per share | Net liss per share
20.46 yen . 1732 yen

The added up net profit per share
after adjustment of latency share is not
recorded as there is a net loss per share
for the fiscal half year.

per;Share
As of 1% April 2005, consolidation of
10 shares to I share was completed.
iFollom'ng are the per share
information with an assumption the
consolidation of shares was done in the

bcgi‘nning of last term:
Last fiscal year
Net'assets per share 110.63 yen
|
Net Lloss per share 17.32 ven

The ‘added up net profit per share
aﬁer" adjustment of latency share is not
recorded as there is a net loss per share
for the fiscal year.

i

(Note) Basic structure for calculation

1. Net assets per share

l

|

Last fiscal half year Current fiscal half year, Last fiscal year
(From April 1, 2005 (From April 1,2006 | . {(From 1* of April 2005
. To September 30, 2005) To September 30, 2006) To the 31* of March 2006)

Total net asset in fiscal Lalf |

year balance sheet (Thousind — 10,298,312 ’ —
yen) I

Net asset related to common J

shares (Thousand yen) - 10,255,742 -
Difference of net asset at ihe

end of fiscal half year te;m

between the total amount of _ 42570 | - _
net asset in balance sheet and ’

net asset related to commdn

shares (Thousand yen) '

Number of outstandiag !

common shares (Shares) - 77’105’2;72 -
Numtber of. treasury stok \

(Shares) - 159,9?3 —
Number of icommon sharzs |

used to calculate net asset par — 76,945,289 —
- share (Shares) ' |




2. Fiscal half yéar net income or loss per share, net loss per share, and fully diluted net income per share

Last fiscal haif year (From
April 1, 2005
To September 30, 2005)

Current fiscal half ye;';.r
(From April 1, 2006
To September 30, 2006)

Last fiscal year
(From 1% of April 2005
“To the 31% of March 2006)

Net proﬁf per share or net
loss per share this period

Net profit
(thousand yen)

314,245

|
-

665,467

Recurrent ‘net loss {thousand
yen)

1,893’,979

Amount ' of non-restored
common shareholders
(thousand yen)

Recurrent net loss related to
common shares
(thousand ven)

314,245

665,467

Recurrent ‘net loss related to
common shares
(thousand yen)

| _
|
| _
1
|

1,893,979
I

Average shares of common
stock in period
(shares})

53,408,822

i
75,972',406
|

56,531,858

Fully diluted net income per
share

[ Net profit’ adjustment price
(thousand yen)

Increase in'common stock
(stock)

1,505,585

(Number of share warrant)

(1,505,585)

Qutline of residual securities
not able to be included in the
calculation of recurrent net
profit after adjustment for
residual sécurities in order
not to have an attenuated
effect

(1) New share reservation
rights (stock options) issued
according to article 280-20
and 280-21 of  the
Commercial Code

Settled at  extraordinary
general meeting of
shareholders on February 25,
2005 and board of directors
on March 2, 2005: 16,000
rights, August 17, 2005,
9,000 rights.

(1)  Stock subscrigtiori
warrants  (stock  options)
issued according to article
280-20 and 280-21 of|the
Commercial Code
Settled at  extraordinary
general meeting | of
shareholders on February; 25,
2005 and board of directors
on March 2, 2005: 11,700

rights, August 17, 2005,
6,780 rights. ‘
2) Stock subscription

warrants issued by third pfarty
Portion settled at board of
director meetings on
December 2, 2005: 1,008
rights.

3. Stock
warrants

subscn‘p|tion
(stock  options)

issued according to article.

236, 238, and 239 of |the
Commercial Code 1

Setled at  extraordinary
general meeting of
shareholders on Jure [27,
2006 and board of directors
on September 4, 2006:
19,000 rights. |

(1) Stock  subscription
warrants  {stock ° options}
issued according to article
280-20 and 280-21 of the
Commercial Code

Settled at  extraordinary
general meeting of
shareholders on February 25,
2005 and board of directors
on March 2, 2005: 13,000
rights.




Important events subsequent to the balance sheet day

Last fiscal half year
(From Apri! 1, 2005
To September 30, 2005)

Current fiscal half year
{From April 1, 2006
To September 30, 2006)

Last fiscal year
(From 1% of April 2005
To the 31% of March 2006)

1. Regarding -acquisition of a
related company’

At the board of directors meeting
held on October 4, 2005, it was
voted to acquire M3 Entertainment
Corporation as a related company.
Summary of company being
transferred
(1) Trade name:

M3 Entertamment Corporation

(2) Date of foundation:

September 11, 1997

(3) HQ address:

2 -30- 1, Hama-cho, Nihonbashi

Chuo-ku, Tokyo

(4) Representative

President Michihiro Hirata

(5) Capital:' 20 million JPY

(6) Business areas

Video sales, Mobile phones
and internet business

(7) Accounting date

September 30

(8) Shareholders

Michihiro Hirata

(Proportion held: 57.35%)
Shinji Mitani

(Proportion held: 14.34%)
Omega Project Holdings Co,,

» Ltd.
(Proportion held: 20.93%)
(9) No.of eriiployees: 11
2. Matter of moving (acquisition) a
subsidiary *

At the board of directors meeting
held on October 28, 2005, it was
voted to: subscribe a private
placement ; of Asia Movie Week
PTE. LTD;, and as of October 28,
2005, it has become a subsidiary of
the company. '

The following shows a short outline
of the subsidiary company:

(1) Trade name:

Asia Movie Week Ptd. Ltd

(2) Date of foundation

July 13,2005

(3) HQ address

541 Orchard Road #12-04 Liat
Towers Singapore 238881

(4) Representative:

Representative Lukas Schwarzacher
(5) Capital $$415,010

(6) Business areas

Publication of Asian film news
magazine, web delivery of

1.Regarding transfer of equity
method affiliate
As of October 30, 2006 our equity
method affiliate Qualitek Electronics|
Co., Ltd. decided to allocate new|
shares to a third party at theirn
directors’ meeting. This made
Qualitek Electronics Co., Ltd. not
qualified under our equity method
affiliate.
(1) Trade name:
Qualitek Electronics Co., Ltd.
(2} Date of foundation:
November 30, 1978
(3) Representative:
CEO Wu Tsung Jen
(4) Capital: 3,25,300,000 NTD
(5)Business areas:
Development, manufacture,
sale of telecommunication devices
(6) Shareholders;
Omega Project Holdings Co., Ltd.
(28.47%)
Union Holdings Co., L.
(12.62%)
(7) No. of employees: 450
(8} Trend in performance in recent
fiscal year:
The sales for term ending 319
December 2005  recorded 1,335
thousand NTD, ordinary loss of 160
thousand NTD, and current net loss of]
159 thousand NTD.
2,  Regarding influence
company involving TTG
assigned to special trading post
UASDAQ
On November 13, 2006, TTG Co.
Ltd. was assigned to special trading
post with possibility in false report on
their financial reports from 2002 to
2006. The relation with oun
company is September 2, 2005 we]
have allocated new shares to a TTG|
ICo., Ltd.. We have recorded this under]
loss from valuation of marketable]
securities for business investment in|
this fiscal half year report.
3. Regarding acquisition of treasury
istock
On November 15, 2006 at our

directors’ meeting, we have decided to
acquire treasury stock according tof
Business Law Article 156.
(1) Type of shares: common shares
{2) Number of shares: 3,000,000

and

on  oun

I

sharesIDecember 2005 recorded 5.9 billion

1. Settlement with Nihonbungeisha
Co.,/Ltd.

On May 17, 2006, an amicable
settlement was reached in the suit
brought against our company in the
Tokyo District Court on December
25,12002 by Nihonbungeisha Co.,
Ltcl in a dispute over a publlshmg
agreement
2. Regardmg affiliating with Korea
Tender Inc. under the equity method

At the April 20, 2006 meeting of
the board it was decided to acquire
stock in Korea Tender Inc., making
it alcompany subject to the equity
method.

(1) Trade name:

Korea Tender Inc.

(2) |Date of foundation: April 3,
1997 .

(3) Representative: Ho-June, Kim
(4) Capital: 7,682,228,000 Won

(6) Business areas

Port'al finance service, entertainment
serv1ce Venture  development
busmess .

(6) Shareho_lders:

Ho-June Kim (14.1%)

KlmiNam Jun (2.31%)

Ya.ng Hae Kyoung(2.16%)

(7) No.of employees: 122

(8) Trend in performance in recent
fi scal year:

The sales for term ending 31%
won, Iand both ordinary loss and
current net. loss were recorded 4.463
Jbitlion won.




E-Magazine

(7) Accounting date

March 31st

(8) Shareholders

Asia Maude Ireton {10%)

Lukas.Schwarzach (10%)
Omega Project Holdings Co., Ltd.
(80%)
9) No. of employees: 2
3. Regarding issuance of stock
subscription warrants with
commitment line by third party
allocation
Allocation of new shares to a
third party with commitment line
was decided as follows at the board
of directors meeting held on
December 2, 2005.
(1) Essential points on stock
acquisition rights:
(i) Total number of stock
subscription warrants:
. : 2,000 shares
(ii) Issuing price:
10,000 yen each
(iii) Total issuance price of shares
20,000,000 yen
(iv) Type and number of shares
The type of shares for purpose of
stock subscription warrants s
common shares in our company.
The number of shares that we will
issue, or alternately transfer from
common shares in our company in
our possession (“issuance or transfer
of commori shares in our company,”
or simply "issuance/transfer") when
these warrants are exercised shall be
the numbeér of stock subscription
warrants exercised muitiplied by
5,000,000 yen, then divided by the
exercise price (defined below),
rounded down to the nearest whole
number. The number of shares for
purpose of.these stock subscription
warrants ("number of allocation
shares™) shall be the number of
shares in question divided by the
number of these stock subscription
warrants being exercised.
{v) Corrections to the issue price
After December 20, 2005 if the
effective exercise price immediately
before thei date of correction in
question is '} or more yen greater or
less than 90% of the average closing
price of common shares in our
company in normal trading, rounded
down to the nearest yen ("date of
correction price”), on the NASDAQ

shares with upper limit

yen with upper limit

the date of Annual
Meeting 2007.

purchasing of stock

10,000 per share.

(3)Total obtained price: 300 million|

(4) schedule for acquisition
From November 20, 2006 to

4. Regarding  depreciation by

warrants with commitmentline

We have decided at our directors]
meeting held on November 15, 2006
to depreciate the stock subscription|
warrants allotted to USS Capital Co.,
Ltd. (Number of shares remaining
of November 15, 2006: 1,008) b
purchasing them with the amount

Shareholders?

subscription




Securities Exchange for three
consecutive  trading days (but
excluding days with no closing
price) up to and including the day
prior to the effective date of each
exercise of these stock subscription
warrants ("date of correction"), then
the exercise price will be corrected
to the exercise price starting from
the date \of comrection in question.
After December 20, 2005 if the
effective exercise price immediately
before the date of correction in
question is 1 or more yen greater or
less than 90% of the average closing
price of! common shares in our
company'in normal trading, rounded
down to the nearest yen ("date of
correction price"), on the NASDAQ
Securities Exchange for three
consecutive trading days (but
excluding days with no closing
price) up.to and including the day
prior to the effective date of each
exercise of these stock subscription
warrants ("date of correction"), then
the exercise price will be corrected
to the exercise price starting from
the date of correction in question,
Note, however, that if exercise price
shall not fall below 160 yen, nor rise
above 1,120 yen,
(vi) Amount paid at the exercise of
warrants

) 10,000,000,000 yen
(vii) Issuing price of shares issued
due to exercise of warrants

. 5,000,000 yen per stock
(viii) Total amount of shares issued
due to exercise of warrants
: 10,020,000,000 yen
(ix) Offering date

'" December 19,2005
(x) Due date of payment

, December 19, 2005
(xi) Exercise claiming period

December 20, 2005 to December
19,2007 :
(xii) Allocation parties and number
of shares allocated
USS Capital Co., Ltd.

2,000 shares
(Note} ¢
The amount paid at the exercise of
warrants, issuing price of shares
issued due to exercise of warrants, and|
total amount of shares issued due to
exercise of warrants were calculated
ccording to the first exercise price

320 yen per share).




Doubts on the premise of going concern

Last fiscal half year (From April 1,
: 2005
To September 30, 2005)

Current fiscal half year
(From April 1, 2006
To September 30, 2006)

Last consolidated fiscal year
. (from April 1, 2005
To March 31, 2006)

li
i
|
|
|
|
|




